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1 INTRODUCTION

2

3

4

5

Please state your name, occupation, and business address.

My Name is William A. Rigsby. I am a Public Utilit ies Analyst V employed

by the Residential Util ity Consumer Office ("RUCO") located at 1110 W.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Please describe your qualif ications in the field of utilit ies regulation and

your educational background.

l have been involved with utilities regulation in Arizona since 1994. During

that period of t ime l have worked as a ut i l i t ies rate analyst for both the

Arizona Corporation Commission ("ACC" or "Commission") and for RUCO.

I hold a Bachelor of Science degree in the f ield of f inance from Arizona

State University and a Master of Business Administration degree, with an

emphasis in account ing, f rom the University of Phoenix. I  have been

awarded the professional designation, Cert if ied Rate of Return Analyst

("CRRA") by the Soc iety of  Ut i l i ty and Regulatory Financ ial  Analys ts

("SURFA"). The CRRA designation is awarded based upon experience

and the successful completion of a written examination. Appendix I, which

is attached to this testimony, further describes my educational background

and also includes a list of the rate cases and regulatory matters that I have

21 been involved with.

22

23

A.

A.

Q.

Q.

1



Direct Testimony of William A. Rigsby
Arizona Water Company
Docket No. W-01445A-08-0440

1

2

3

4

5

6

7

8

What is the purpose of your testimony?

The purpose of my testimony is to present recommendations that are

based on my analysis of Arizona Water Company's ("AWC" or the

"Company") application for a permanent rate increase ("Application") for

the Company's statewide operations in Arizona. AWC filed the Application

with the Arizona Corporation Commission ("ACC" or "Commission") on

August 22, 2008. The Company has chosen the operating period ended

December 31 , 2007, for the test year ("Test Year") in this proceeding.

9

10

11

12

13

14

15

16

17

18

19

20

21

Please describe AWC's organization.

AWC is comprised of eighteen separate operating systems that are

organized into three different geographical groups: the Eastern Group

which includes the Company's Superstitionl, Bisbee, Sierra Vista, San

Manuel, Oracle, Saddlebrook, Winkelman, and Miami Systems, the

Western Group which is made up of AWC's Casa Grande, Stanfield,

White Tank, Ajo and Coolidge Systems, and, the Northern Group, which is

comprised of the Company's Lakeside, Overgaard, Sedona, Pinewood

and Rim rock Systems. AWC is seeking rate relief on a partial rate

consolidation basis for seventeen of the aforementioned systems.

According to AWC's Application, the Eastern Group's Saddlebrook

System does not currently provide service to any permanent residential

The Superstion System is comprised of two non-interconnected water systems serving Apache
Junction and Superior. The two systems were consolidated for ratemaking purposes in a prior
rate case proceeding that involved the Company's Eastern Group (Decision No. 66849, Dated
March 19, 2004).

1

A.

Q.

A.

Q.

2
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1 customers and is not part of  this rate application. Per a condit ion of

2

3

Decision No. 62754, the Company is required to f ile a rate application

within thirty-six months of  the date the Saddlebrook System provides

4 service to a permanent residential customer.

5

6

7

8

9

10

11

12

Please explain your role in RUCO's analysis of AWC's Application.

l reviewed AWC's Application to determine if the rates and charges being

requested by the Company are appropriate. My testimony will cover the

levels of operating revenues and expenses that are being proposed by the

Company for the seventeen systems included in the Company's filing. I

will also address a number of surcharges and pass-through mechanisms

for which AWC is seeking Commission approval.

13

14

15

Will you also address the rate base issues in this case?

No. The rate base issues associated with the case will be addressed by

15 RUCO witness Timothy J. Coley.

17

18

19

20

21

22

23

Are you presenting ratemaking schedules for each of  the seventeen

systems that AWC has included in its application?

No. l will be presenting ratemaking schedules for the five systems that are

included in the Company's Northern Group. Mr.  Coley wil l  sponsor

ratemaking schedules for the remaining twelve systems that make up

AWC's Eastern and Western Groups. The rate base adjustments that Mr.

A.

A.

A.

Q.

Q.

Q.

3
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1

2

3

Coley discusses in his direct testimony appear in Schedules WAR-2

through WAR-6 for the Northern Group systems that I sponsor and

Schedules TJC-2 through TJC-6 for the Eastern and Western Group

4

5

6

7

8

systems that Mr.  Coley sponsors.  The operat ing revenue and expense

adjustments  that  I  w i l l  d iscuss appear on Schedules WAR-7 through

WAR-15 for the Northern Group systems that I am sponsoring in my direct

tes t imony and Schedules TJC-7 through TJC-15 for  the Eastern and

W es te rn  Group  sys tems  t ha t  Mr .  Co ley i s  sponsor ing  in  h is  d i rec t

9 testimony.

10

11

12

13

14

Who will provide direct testimony on RUCO's recommended rate design?

RUCO's direct testimony on rate design will be provided by RUCO witness

Rodney L. Moore. Under the current Procedural Order, testimony on rate

design and cost of service is scheduled to be filed on Friday, June 26,

2009.15

16

17

18

Will Mr. Coley, Mr. Moore or you offer direct testimony on rate

consolidation at this time?

19 A.

20

21

22

23

No. RUCO reserves the right to file testimony on rate consolidation during

the surrebuttal phase of the proceeding upon review of rate design and

engineering reports to be filed June 26, 2009. RUCO Director Jodi Jericho

w i l l  f i l e  t es t imony on  RUCO's  pos i t i on  regard ing  t he  i ssue  o f  ra te

consolidation at that time. Mr. Coley, Mr. Moore and l will present updated

A.

Q.

Q.

4
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1

2

3

4

5

5

7

ratemaking and ra te  des ign schedules  that  re f lec t  RUCO's  pos i t ion

regarding rate consolidation at that t ime also. The rate raking schedules

sponsored by Mr.  Coley and I during the direct  test imony phase of  the

proceeding will present the effects of RUCO's recommended levels of rate

base, operating revenue and operating expenses on a stand-alone basis

for each of the seventeen systems included in AWC's filing. Mr. Moore's

direct test imony on rate design wil l  also ref lect rates on a stand-alone

8 basis also.

9

10

11

Is RUCO providing testimony on the cost of capital issues associated with

the case?

12

13

Yes. I have also f i led, under separate cover, test imony on the cost of

capital issues associated with the case.

14

15 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

16

17

18

19

20

21

22

23

Briefly summarize how your direct testimony is organized.

My direct testimony is organized into four sections. First, the introduction I

have just presented and second, the summary of my testimony that I am

about to give. Third, I will present the f indings of my analysis of AWC's

Application and will explain the various operating revenue and expense

adjustments that I am recommending. Fourth, and finally, I will discuss my

recommendations regarding AWC's request for a number of surcharges

and pass-through mechanisms.

A.

A.

Q.

Q.

5
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1 Please summarize the recommendations and adjustments that you will

2

3

4

address in your testimony.

Based on the results of my analysis of AWC, I am making the following

recommendations related to operating revenues and expenses:

5

6 RUCO Operating Adjustment #1

7

Labor Expense .- This adjustment

normalizes overtime hours that were incurred during the Test Year and

8

9

10

reduces the Company's labor expense to ref lect a more normal level of

dollars paid for employee overt ime. The adjustment is the f irst  of four

adjustments that affect all seventeen of AWC's operating systems.

11

12 Pavroll Tax Expense This is the

13

RUCO Operating Adjustment #2 -

second of four adjustments related to the revel of employee overtime

14

15

16

17

incurred during the Test Year. The adjustment normalizes payroll tax

expense associated with the excess overtime labor expense removed in

RUCO Operating Expense Adjustment #1. The adjustment affects all

seventeen of AWC's operating systems.

18

19 RUCO Operating Adjustment #3 - Pavroll 401(k) Expense - This is the

20

21

22

23

third of four adjustments related to the level of employee overtime incurred

during the Test Year. The adjustment normalizes Company 401(k)

retirement program contributions incurred during the Test Year., The

adjustment removes 401(k) expense dollars associated with the excess

A.

Q.

6
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1

2

overtime labor expense removed in RUCO Operating Expense Adjustment

#1. The adjustment affects all seventeen of AWC's operating systems.

4 RUCO Operating Adjustment #4 - Reverse Adiustment for Conservation

5

6

7

8

9

This adjustment reverses a Company adjustment designed to recover

revenues that may be lost as a result of implementing a conservation-

oriented, three-tiered inverted block rate design in this proceeding for the

AWC's Northern Group. The adjustment affects the five operating

systems that make up the Company's Northern Group.

10

11 RUCO Operating Adjustment #5 - Purchased Power Revenues - This

12 adjustment reverses an adjustment made by the Company to remove

13

14

15

revenues pursuant to AWC's purchased power adjustment mechanism

("PPAM") that is currently in effect for all five of the Company's Northern

Group systems. The

16

adjustment is consistent with RUCO's

recommendations to eliminate the Northern Group PPAM and to reject

17

18

AWC's proposal to establish PPAM's for the Company's Eastern and

Western Group systems.

19

20 RUCO Operating Adiustment #6 Insurance Expense This minor

21

22

23

adjustment is the last of four adjustments related to overtime pay that was

recorded during the Test Year. The adjustment removes a portion of long-

term disability insurance expense that is associated with the excess

3

7
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1

2

overtime labor expense removed in RUCO Operating Expense Adjustment

#1. The adjustment affects all seventeen of AWC's operating systems.

3

4 This

5

6

RUCO Operating Adjustment #7 - Depreciation Expense

adjustment calculates depreciation and amortization expense based on

RUCO's recommended plant levels. The adjustment affects all seventeen

7 of AWC's operating systems.

8

9 RUCO Operating Adjustment #8 This

10

Propertv Tax Expense

adjustment calculates property tax expense based on a modified Arizona

t i

12

Department of Revenue ("ADOR") formula that has been adopted by the

Commission in a number of prior rate cases. The adjustment affects all

13 seventeen of AWC's operating systems.

14

15

16

17

18

RUC() Operating Adjustment #9 - Rate Case Expense - This adjustment

reflects RUCO's best estimate of rate case expense, to be amortized over

three years, for this proceeding based on updated information provided by

the Company. The adjustment affects all seventeen of AWC's operating

19 systems.

20

21

22

RUCO Operating Adjustment #10 - Income Tax Expense -  T h i s

adjustment calculates the appropriate level of income tax expense given

8
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1

2

RUCO's recommended operating income. The adjustment affects all

seventeen of AWC's operating systems.

3

4 Adjustor Mechanisms - RUCO recommends that the Commission reject

5

6

7

8

9

10

11

12

13

14

15

16

the Company's request for adjustor mechanisms for purchased power,

water, fuel and an adjustor for earnings attrition. RUCO recommends that

the Commission eliminate the Northern Group PPAM and reject AWC's

proposal to reestablish PPAM's for the Company's Eastern and Western

Group systems. RUCO also recommends that the Commission reject

AWC's request to reestablish a purchased water adjustor mechanism

("PWAM") for the Company's Eastern and Western Groups. RUCO

further recommends that the Commission deny AWC's request for a

purchased fuel adjustor mechanism ("PFAM") for all of the Company's

operating systems. Finally RUCO recommends that AWC's request for an

attrition adjustor mechanism ("AAM") as an alternative to the

aforementioned adjustor mechanisms also be denied.

17

18 REVENUE REQUIREMENTS

19 Please summarize the results of RUCO's analysis of Arizona Water

20

21

22

Company and your recommended revenue requirement.

Based on the results of  RUCO's analysis of  AW C's rate applicat ion,

RUCO is  recommend ing  tha t  revenue  f o r  each  o f  the  Company 's

A.

Q.

9
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1

2

seventeen operating systems should be increased by no more than the

following amounts on a stand-alone (i.e. non-consolidated) basis:

Eastern Group

Svstems

Superstition

Bisbee

Sierra Vista

San Manuel

Oracle

Winkleman

Miami

RUCO's Recommended

Increase/(Decrease)

In Operating Revenue

$2,160,482

$271 ,233

($163,188)

$302,504

($70,482)

$17,035

$665,054

Percentage

Increase/

(Decrease)

18.09%

15.74%

(11 .16%)

37.24%

(6.26%)

17.26%

35.94%

Total Eastern Group $3,182,638

Western Group

Svstems

Casa Grande

Stanfield

White Tank

Ago

Coolidge

RUCO's Recommended

Increase/(Decrease)

In Operating Revenue

$3,699,044

$136,067

$317,918

$39,808

($67,182>

Percentage

Increase/

(Decrease)

33.83%

103.00%

25.54%

8.45%

(3.03%)

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

Total Western Group $4,125,655

10
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Western Group

Svstems

Lakeside

Overgaard

Sedona

Pinewood

Rim rock

RUCO's Recommended

Increase/(Decrease)

In Operating Revenue

($69,552)

($277,183)

$975,545

($7,224)

$366,377

Percentage

Increase/

(Decrease)

(2.72%)

(16.44%)

27.73%

(0.69%)

72. 19%

1

2

3

4

5

6

7

8

9

10

11

12

Total Northern Group

Total Company

$987,963

$8,296,256

13 The

14

RUCO's recommended increase in operating revenue is $7,145,034 lower

than the $15,441,290 level of increase requested by AWC.

recommendations listed above are summarized on Schedule WAR-1 for

15

to

17

the Northern Group systems in my direct testimony and Schedule TJC-1

for the Eastern and Western Group systems that are included in the direct

testimony of RUCO witness Tim Coley.

18

19 OPERATING INCOME ADJUSTMENTS

20 RUCO Operating Adjustment #1 - Labor Expense

21 Has RUCO made an adjustment to the Company-proposed level of labor

22

23

expense?

Yes.

24

25

A.

Q.

11
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1 Please explain RUCO's adjustment to the Company-proposed level of

2

3

4

5

labor expense.

Dur ing  the  Test  Year,  the  Company incurred  over 28 ,000 hours o f

overtime. This level of overtime is much higher than the levels of overtime

hours that were recorded during the 2005, 2006 and 2008 operat ing

6 periods. RUCO's adjustment normalizes overtime hours that were

7

8

9

10

11

incurred during the Test Year (by using a four year average of overtime

hours over the 2005 through 2008 operating periods) and reduces the

Company's labor expense to reflect a more normal level of dollars paid for

employee overtime. The adjustment is the first of four adjustments that

affect all seventeen of AWC's operating systems. The other three related

12 expenses include payroll tax expense, payroll 401(k) expense and

13 insurance expense.

14

15

16

What is the effect of RUCO's adjustment to labor expense?

RUCO's adjustment reduces labor expense by $302,000 on a total

17

18

19

20

company basis. The adjustment involves all seventeen operating systems

and is exhibited on Page 1 of Schedule WAR-9 for the Northern Group in

my direct testimony and Page 2 of Schedule TJC-9 for the Eastern and

Western Groups that are included in the direct testimony of RUCO witness

21 Tim Coley.

22

23

A.

A.

Q.

Q.

12
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1 RUCO Operating Adjustment #2 - Payroll Tax Expense

2 Please explain RUCO's adjustment to the Company-proposed level of

3

4

5

6

7

payroll tax expense.

This is the second of four adjustments related to the level of employee

overt ime incurred dur ing the Test  Year. The adjustment normalizes

payroll tax expense associated with the excess overt ime labor expense

removed in RUCO Operating Expense Adjustment #1 .

8

9

10

11

12

13

14

What is the effect of RUCO's adjustment to payroll tax expense?

RUCO's adjustment reduces payroll tax expense by $32,967 on a total

company basis. The adjustment affects all seventeen of AWC's operating

systems and can be viewed on Page 2 of Schedule WAR-9 for the

Northern Group systems and Page 2 of Schedule TJC-9 for the Eastern

and Western Group systems.

15

16 RUCO Operating Adjustment #3 - Payroll 401(k) Expense

17

18

19

20

21

22

Please explain RUCO's adjustment to the Company-proposed level of

expense associated with AWC's 401(k) program.

The adjustment normalizes Company 401(k) retirement program

contributions incurred during the Test year. As explained in the two prior

adjustments, this is the third of four adjustments related to the level of

employee overtime incurred during the Test Year.

23

A.

A.

Q.

A.

Q.

Q.

t o
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1 How does RUCO's adjustment affect the Company's test year adjusted

2

3

4

5

6

7

401 (k) expense?

The adjustment reduces $401(k) expense associated by $25,282 on a

total company basis. RUCO's adjustment affects all seventeen of AWC's

operating systems and can be seen on Page 3 of Schedule WAR-9 for the

Northern Group systems and Page 3 of Schedule TJC-9 for the Eastern

and Western Group systems.

8

9 RUCO Operating Adjustment #4 - Reverse Adjustment for Conservation

10 What adjustment has RUCO made to the Company-proposed level of

11

12

13

administrative 81 general expense?

RUCO has reversed the Company's adjustment that increases

administrative & general expense for the Northern Group by $308,701 .

14

15

16

17

18

19

What was the purpose of the Company's adjustment that increases

administrative & general expense for the Northern Group by $308,701'?

According to the Company's Application, the adjustment was designed to

recover forecasted lost revenues as a result of implementing a water

conservation-oriented, three-tiered inverted block rate design for the

20 Northern group systems in this proceeding. The Northern group is

21

22

presently the only group of systems that does not have inclining tiered

rates.

23

A.

A.

Q.

Q.

A.

Q.

14
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1

2

3

4

5

6

7

How did the Company arrive at the $308,701 figure?

According to the direct testimony of Company Witness Joel M. Reiker, a

study of the Company's Western group was conducted following the

implementation of tiered rates pursuant to Decision No. 68302. Mr. Reiker

performed a regression analysis that holds average temperature and total

precipitation conditions constant. Based on the results of the regression

analysis, Mr. Reiker concludes that an 8.70 percent decrease in

8 consumption will occur for every one million of gallons consumed.

9

10

11 A.

12

Why does RUCO disagree with the Company's adjustment?

RUCO does not believe a study that was performed on operating systems

that are, for the most part, located in the central part of the state is

13 relevant to the Northern Group. Although Mr.  Raker 's study takes

14

15

16

17

18

19

20

21

22

weather into consideration, there is no real guarantee that customers in

the Northern group systems will react in the same way to tiered rates.

Based on the Company's test year bi l l ing determinants, the average

median consumption of  2,788 gallons for Northern Group residential

customers was 3,780 gallons lower than the average median consumption

of 6,658 for Western group residential customers. The lower level of

consumption might indicate that Northern Group customers are already

practicing conservation and may not be able to cut back on their usage. in

any case, RUCO believes that the adjustment made by the Company is an

Q.

A.

Q.

15
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1

2

estimate at best that cannot predict with actual certainty how Northern

Group ratepayers will react to the implementation of tired rates.

3

4

5

6

7

8

9

10

12

Are you aware of  a case where the Commission has adopted such an

adjustment?

To the best of my knowledge no. I cannot say that I am aware of any case

where the Commission adopted an adjustment that increased revenues as

a result of conservation that might result from the implementation of either

new rates or tiered rates. Recently, the Commission rejected a request by

Southwest  Gas  Corporat ion for  the implementat ion of  a  decoupl ing

mechanism that, according to Southwest Gas Corporation, was designed

to mitigate the effects of lost revenue due to ratepayer conservation.2

13

14 RUCO Operating Adjustment #5 - Purchased Power Revenues

15

16

Please explain your Cperating Adjustment #5 which reduces operating

revenue for AWC's Northern Group by $39,446.

17

18

My adjustment reverses a Company pro forma adjustment that reflects

changes in purchased power costs from base levels for the Northern

19 Group. The adjustment for each of the five Northern Group systems can

20 be viewed on Schedule WAR-8.

21

2 Decision No. 70665, Dated December 24, 2008

A.

A.

Q.

Q.

16
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1

2

3

4

5

6

Why did the Company make this pro forma adjustment to increase

Northern Group revenues?

According to AWC's Application, the Company made the pro forma

adjustment to increase revenues collected through a PPAM which is

currently in place in the Northern Group. As noted above, the revenues in

question reflect changes in purchased power costs from base levels that

7 were established in the most recent Northern Group rate case

8

9

10

11

proceeding.3 The Company is proposing that the PPAM be reset to zero

with new base levels established in this proceeding at the current level of

expense. The f ive Northern Group systems are the only AWC systems

that presently have such a pass through mechanism.

12

13

14

15

16

Why have you made this adjustment?

The adjustment is consistent with RUCO's recommendations to eliminate

the Northern Group PPAM and to reject AWC's proposal to establish

PPAM's for the Company's Eastern and Western Group systems.

17

18

19 A.

Why should the Company's Northern Group PPAM be eliminated?

RUCO believes that the elimination of the Northern Group PPAM is

20

21

22

consistent with prior Commission orders that rejected AWC's proposals for

PPAM's for the Eastern and Western Groups. RUCO believes that the

Commission's conclusion in Decision No. 66849 .- that the establishment

3 Decision No. 64282, dated December 28, 2001

A.

Q.

Q.

A.

Q.

17
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1

2

of a PPAM provides a disincentive for the Company to obtain the lowest

possible cost commodity because the costs are simply passed through to

3 is still valid. For this reason RUCO is recommending that the

4

ratepayers

Northern Group PPAM be eliminated.

5

6 RUCO Operating Adjustment #6 - Insurance Expense

7 What adjustment has RUCO made to the Company-proposed level of

8 insurance expense?

9 RUCO has made a minor total company adjustment of $1,090 to the

10

11

Company-proposed level of insurance expense. The adjustment is the

last of four adjustments related to overtime pay that was recorded during

12 the Test Year.

13

14 What does RUCO's adjustment do?

15

16

17

18

19

The adjustment removes a portion of long-term disability insurance

expense that is associated with the excess overtime labor expense

removed in RUCO Operating Expense Adjustment #1. The adjustment

affects all seventeen of AWC's operating systems and can be seen in

Schedule WAR-10 for the Northern Group systems and Schedule TJC-10

20 for the Eastern and Western Group systems.

21

22

23

A.

A.

Q.

Q.

18
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1 RUCO Operating Adjustment #7 - Depreciation Expense

2

3 Yes.

Have you recalculated Test Year depreciation and amortization expense?

Based on RUCO's ad justed test -year p lant  ba lances,  I  have

4

5

recalculated depreciation and amortization expense on a going-forward

basis. The adjustment is exhibited in Schedule WAR-11 for the Northern

6

7

8

Group systems in my d irect  test imony and Schedule TJC-11 for the

Eastern and W estern Group systems that  are included in the d irect

testimony of RUCO witness Tim Coley.

9

10 RUCO Operating Adjustment #8 - Property Tax Expense

11 Has RUCO made an adjustment to the Company-proposed level of

12 property tax expense?

Yes.13

14

15

16

17

Has RUCO calculated property tax expense using a methodology that has

been adopted by the ACC in prior rate cases?

Yes. RUCO has used a modif ied version of the ADOR formula that has

18

19

20

21

22

been adopted by the  Commission in  a  number o f  p r io r  ra te  cases.

RUCO's calculation of property tax expense uses two years of adjusted

operat ing revenues and one year of  RUCO's recommended level of

operating revenue to arrive at a three-year average of  revenue that is

subject to property tax. The calculation of property tax expense can be

A.

A.

Q.

Q.

A.

Q.

19
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1

2

viewed in Schedule WAR-12 for the Northern Group systems and

Schedule TJC-12 for the Eastern and Western Group systems.

3

4

5

Are there any differences between RUCO's calculation of property tax

expense and the Company's calculation?

6 Yes. There are three differences. First, RUCO's calculation includes an

7

8

addition of 10 percent of the amount of construction work in progress

("CWIP") that was booked during the Test Year. Second, RUCO has

9 deducted the Test Year net book value of the Company's vehicles. Both

10

11

12

of these items are required components of the ADOR formula. The third

difference is the use of an updated assessment ratio of 22.5 percent which

will be in effect at the time that AWC's new rates are approved by the

13 Commission.

14

15 RUCO Operating Adjustment #9 - Rate Case Expense

16

17

18

What level of rate case expense is AWC proposing?

AWC is proposing rate case expense, on a total company basis, of

$500,000 to be amortized over a three-year period.

19

20

21

22

What level of rate case expense is RUCO recommending?

RUCO is recommending a total company level of $300,000 dollars in rate

case expense to be amortized over a three-year period.

23

A.

A.

Q.

A.

Q.

Q.

20
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1 Is this RUCO's final recommended level of rate case expense?

2

3 time.

4

5

6

7

8

9

10

11

No. This is RUCO's best est imate of rate case expense at this point in

RUCO's  es t imate  i s  based  on  in fo rmat ion ,  p rov ided  by t he

Company, on total rate case expense that was billed just prior to the filing

of RUCO's direct testimony. RUCO will update this f igure and provide a

final recommended level of rate case expense when it files final schedules

af ter  the ev ident iary hear ing on the instant  case is  conc luded. The

adjustment can be seen on Schedule WAR-13 for the Northern Group

systems in my direct testimony and Schedule TJC-13 for the Eastern and

Western Group systems that are included in the direct testimony of RUCO

witness Tim Coley.

12

13 RUCO Operating Adjustment #10 - Income Tax Expense

14 Have you calculated income tax expense based on RUCO's

15

16

recommended adjusted operating income?

Yes. This adjustment is shown on Schedule WAR-14 for the Northern

17

18

19

Group sys tems in  my d i rec t  tes t imony and Schedule TJC-14 for  the

Eastern and W estern Group sys tems that  are inc luded in  the d i rec t

testimony of RUCO witness Tim Coley.

20

21

22

23

A.

A.

Q.

Q.

21
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1

2

3

4

5

6

Have  you  inc luded  an  in t e res t  s ynchron iza t ion  ca lcu la t ion  in  your

computation of income tax expense?

Yes. The interest synchronization calculation, which computes an interest

expense deduct ion for income taxes,  can be v iewed in the schedules

noted above. The interest synchronization calculation is the adjusted rate

base multiplied by the weighted cost of debt.

7

8 ADJUSTOR MECHANISMS

9 What else is AWC requesting in this case besides an increase in operating

10 revenue?

11

12

13

14

15

16

17

As noted earlier in my testimony, AWC is requesting the restoration of a

PPAM for the Company's Eastern and Western Groups. The PPAM for

the Eastern and Western Groups were eliminated by the Commission in

Decisions on the prior rate cases for the Eastern and Western Groups.

AWC is also asking that the Company be permitted to continue the PPAM

that is currently in place for the Company's Northern Group. AWC is also

requesting that the PWAM that the Commission eliminated in the prior

18 Eastern and Western Group rate cases be restored. AWC is further

19

20

21

22

requesting that a PFAM be established for all of the Company's operating

systems in order to pass the costs of fuel through to ratepayers. Finally,

AW C is  asking for  an AAM be implemented as  an a l ternat ive to  the

aforementioned pass through mechanisms just described.

23

A.

A.

Q.

Q.

22
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1 Do e s  RUCO  su p p o r t  t h e  re s t o ra t i o n  o f  a n y  o f  t h e  p a ss  t h ro u g h

2 mechanisms that AWC is seeking in this case?

3 No. RUCO does not support the implementation of any of the adjustor

4 mechanisms being sought by AWC in this proceeding. As noted earlier in

5 my test imony, RUCO is also recommending that the Northern Group

6 PPAM be eliminated.

7

8 Why is RUCO opposed to the company's request regarding adjustor

9 mechanisms?

10 RUCO be l ieves tha t  the  reasons g iven  by the  Commiss ion  f o r  the

11 elimination of the PPAM and PWAM in the prior rate cases are still valid.

12 RUCO also bel ieves that  the Northern Group PPAM should a lso be

13 eliminated for the same reasons that the Commission stated in the prior

14 Eastern Group rate case. In Decision No. 66849, the Commission stated

15 the sHowing:

t o
17
18
19
20
21
22
23
24
25
26
27
28
29

"We agree with Staff that PPAM and PWAM adjustor mechanisms
should be discontinued. Although Arizona Water argues that such
mechanisms benefit both the Company and ratepayers by passing on
increased costs and savings, adjustment mechanisms may also provide
a disincentive for the Company to obtain the lowest possible cost
commodity because the costs are simply passed through to ratepayers.
Moreover, the record does not suggest that purchased power costs are a
significant portion of the Company's expenses, the Superior system
purchases only a small portion of its water supply and there is no
evidence that the San Manuel system is expected to incur any significant
increases or decreases in purchased water costs in the near future.
Therefore, Arizona Water's purchased water adjustment mechanisms
should be discontinued.

30 In the prior Western Group rate case, the Commission took the following

31 position in Decision No. 68302:

A.

A.

Q.

Q.

23
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1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

"There is a danger of piecemeal regulation inherent in adjustment
mechanisms. Because they allow automatic increases in rates without a
simultaneous review of a utility's unrelated costs, adjustment
mechanisms have a built-in potential of allowing a utility to increase rates
based on certain isolated costs when its other costs are declining, or
when overall revenues are increasing faster than costs due to customer
growth. Adjustment mechanisms should therefore be used only in
extraordinary circumstances to mitigate the effect of uncontrollable price
volatility or uncertainty in the marketplace. We have evaluated the
propriety of continuing the Company's existing purchased water and
purchased power adjustment mechanisms in the Western Group based
on all relevant factors, including the APS Power Supply Adjustor. The
evidence presented in this case does not support a finding that the
Company's power and water supply costs are subject to a degree of
price volatility or uncertainty that justifies the existence of its adjustment
mechanisms, and we will therefore order that they be discontinued."

18 RUCO believes that the reasons stated in Decisions No.'s 66849 and

19 68302 apply also to the PFAM and AAM mechanisms that the Company is

20 also seeking approval of in this proceeding.

21

22 Has RUCO made any adjustments to the Company-proposed levels of

23 purchased power, purchased water or fuel expense in this case?

24 No. RUCO has not made any adjustments to the Company-proposed

25 levels of purchased power, purchased water or fuel expense.

26

27 Does your silence on any of the issues, matters or findings addressed in

28 the testimony of any of the witnesses for AWC constitute your acceptance

29 of their positions on such issues, matters or findings?

30 No, it does not.

31

32

A.

A.

Q.

Q.

24
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1 Does this conclude your testimony on AWC?

2 Yes, it does.A.

Q.

25





Appendix 1

Qualifications of William A. Rigsby. CRRA

EDUCATION: University of Phoenix
Master of Business Administration, Emphasis in Accounting, 1993

Arizona State University
College of Business
Bachelor of Science, Finance, 1990

Mesa Community College
Associate of Applied Science, Banking and Finance, 1986

Society of Utility and Regulatory Financial Analysts
38th Annual Financial Forum and CRRA Examination
Georgetown University Conference Center, Washington D.C.
Awarded the Certified Rate of Return Analyst designation
after successfully completing SURFA's CRRA examination.

Michigan State University
institute of Public Utilities
N.A.R.U.C. Annual Regulatory Studies Program, 1997 &1999

Florida State University
Center for Professional Development & Public Service
N.A.R.U.C. Annual Western Utility Rate School, 1996

EXPERIENCE: Public Utilities Analyst V
Residential Utility Consumer Office
Phoenix, Arizona
April 2001 .- Present

Senior Rate Analyst
Accounting & Rates - Financial Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix, Arizona
July 1999 - April 2001

Senior Rate Analyst
Residential Utility Consumer Office
Phoenix, Arizona
December 1997 - July 1999

Utilities Auditor II and III
Accounting & Rates - Revenue Requirements Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix, Arizona
October 1994 - November 1997

Tax Examiner Technician I / Revenue Auditor II
Arizona Department of Revenue
Transaction Privilege / Corporate Income Tax Audit Units
Phoenix, Arizona
July 1991 .- October 1994
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Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION

Utility Company Docket No. Type of Proceedinq

ICE Water Users Association U-2824-94-389

Rincon Water Company U-1723-95-122

Original CC&N

Rate Increase

Ash Fork Development
Association, Inc. E-1004-95-124 Rate Increase

Parker Lakeview Estates
Homeowners Association, Inc. U-1853-95-328 Rate Increase

Mirabell Water Company, Inc. U-2368-95-449 Rate Increase

Bonita Creek Land and
Homeowner's Association U-2195-95-494 Rate Increase

Pineview Land &
Water Company U-1676-96-161 Rate Increase

Pineview Land &
Water Company U-1676-96-352 Financing

Montezuma Estates
Property Owners Association U-2064-96-465 Rate Increase

Houghland Water Company U-2338-96-603 et al Rate Increase

Sunrise Vistas Utilities
Com party - Water Division U-2625-97-074 Rate Increase

Sunrise Vistas Utilities
Com party - Sewer Division U-2625-97-075 Rate Increase

Holiday Enterprises, Inc.
db Holiday Water Company U-1896-97-302 Rate Increase

Gardener Water Company U-2373-97-499 Rate Increase

Cienega Water Company W-2034-97-473 Rate Increase

Rincon Water Company W-1723-97-414
Financing/Auth .
To Issue Stock

W-01651 A-97-0539 et al Rate IncreaseVail Water Company

Bermuda Water Company, Inc. W-01812A-98-0390 Rate Increase

Bella Vista Water Company W-02465A-98-0458 Rate Increase

Pima Utility Company SW-02199A-98-0578 Rate Increase

2
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

utility Company Docket No. Type of Proceedinq

W-01676A-99-0261 WIFA Financing

W-02191A-99-0415

Pineview Water Company

l.M. Water Company, Inc.

Mara fa Water Service, Inc. W-01493A-99-0398

Financing

WIFA Financing

Tonto Hills Utility Company W-02483A-99-0558 WIFA Financing

New Life Trust, Inc.
db Dateland Utilities W-03537A-99-0530

GTE California, Inc. T-01954B-99-0511

Financing

Sale of Assets

Citizens Utilities Rural Company, Inc. T-01846B-99-0511 Sale of Assets

W-02t 13A-00-0233 ReorganizationMCO Properties, Inc.

American States Water Company w-02113A-00-0233

W-01303A-00-0327Arizona-American Water Company

Arizona Electric Power Cooperative E-01773A-00-0227

Reorganization

Financing

Financing

T-03777A-00-0575

W-02074A-00-0482

360networks (USA) Inc.

Beardsley Water Company, Inc.

Mirabell Water Company W-02368A-00-0461

Financing

WIFA Financing

WIFA Financing

Rio Verde Utilities, Inc. WS-02156A-00-0321 et al
Rate Increase/
Financing

W-01445A-00-0749 FinancingArizona Water Company

Loma Linda Estates, Inc. W-02211A-00-0975 Rate Increase

W-01445A-00-0962 Rate IncreaseArizona Water Company

Mountain Pass Utility Company SW-03841A-01-0166

Picacho Sewer Company SW-03709A-01 -0165

W-03528A-01-0169

W-03861A-01-0167

Financing

Financing

Financing

Financing

W-02025A-01 -0559 Rate Increase

Picacho Water Company

Ridgeview Utility Company

Green Valley Water Company

Bella Vista Water Company W-02465A-01 -0776 Rate Increase

Arizona Water Company W-01445A-02-0-19 Rate Increase

3
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

utility Company Docket No. Type of Proceedinq

Arizona-American Water Company W-01303A-02-0867 et al. Rate Increase

Arizona Public Service Company E-01345A-03-0437 Rate Increase

WS-02676A~03-0434 Rate Increase

T-01051 B-03-0454 Renewed Price Cap

W-02113A-04-0616 Rate Increase

Rio Rico Utilities, Inc.

Qwest Corporation

Chaparral City Water Company

Arizona Water Company W-01445A-04-0650 Rate Increase

Tucson Electric Power E-01933A-04-0408 Rate Review

G-01551A-04-0876 Rate Increase

W-01303A-05-0405 Rate Increase

SW-02361A-05-0657 Rate Increase

Southwest Gas Corporation

Arizona-American Water Company

Black Mountain Sewer Corporation

Far West Water & Sewer Company WS-03478A-05-0801 Rate Increase

SW-02519A-06-0015 Rate Increase

E-01345A-05-0816 Rate Increase

Gold Canyon Sewer Company

Arizona Public Service Company

Arizona-American Water Company W-01303A-06-0014 Rate Increase

Arizona-American Water Company W-01303A-05-0718 Transaction Approval

Arizona-American Water Company W-01303A-05-0405 ACRM Filing

G-04204A-06-0463 Rate IncreaseUNS Gas, Inc.

Arizona-American Water Company W-01303A-07-0209 Rate Increase

Tucson Electric Power E-01933A-07-0402 Rate Increase

G-01551A-07-0504 Rate Increase

w-02113A-07-0551 Rate Increase

Southwest Gas Corporation

Chaparral City Water Company

Arizona-American Water Company W-01303A-08-0227 et al. Rate Increase

Far West Water & Sewer Company WS-03478A-08-0608 Interim Rate Increase

Johnson Utilities, LLC WS-02987A-08-0180 Rate Increase

UNS Gas, Inc. G-04204A-08-0571 Rate Increase

4
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Arizona Water Company
Docket No. W-01445A-08-0_40
Test Year Ended December 31, 2007

Lakeside System

TABLE OF CONTENTS TO WAR SCHEDULES

SCH.
no.

PAGE
no. TITLE

WAR-1 1 &2

WAR-2 1

WAR-3 1

WAR-4 DIRECT PLANT 1 TO 7

WAR-4 PHOENIXOFFICE 1 TO 5

WAR-4 METERSHOP 1 TO 5

WAR-5 1

TESTIMONY

WAR-B

WAR-7

WAR-8

WAR-9

WAR-9

WAR-9
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WAR-13

WAR-14
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1

1

1 O F 3

2 OF 3

3 OF 3

1

1

1

1

1

1

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT no. 1 . PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 _ PLANT &ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 _ INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 . WORKING CAPITAL AND LEAD/LAG STUDY

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTS

OPERATING INCOME ADJUSTMENT no. 1

OPERATING INCOME ADJUSTMENT no. 2

OPERATING INCOME ADJUSTMENT no. 3

OPERATING INCOME ADJUSTMENT no. 6

OPERATING INCOME ADJUSTMENT no. 7

OPERATING INCOME ADJUSTMENT no. 8

OPERATING INCOME ADJUSTMENT no. g

OPERATING INCOME ADJUSTMENT no. 10 .

COST OF CAPITAL

PAYROLL EXPENSE

PAYROLL TAX EXPENSE RELATED TOPAYROLL EXPENSEADJ. #1

401(K) EXPENSERELATED TO PAYROLL EXPENSE ADJ. #1

INSURANCE EXPENSE

TEST YEARDEPRECIATIONEXPENSE

PROPERTY TAX COMPUTATION

RATE CASE EXPENSE

INCOMETAX EXPENSE



$ 302,745 $ (69,552)

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY
OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB
COST

1 Adjusted Original Cost/Fairvalue Rate Base $ 7,169,218 $ 6,985,207

2 Adjusted OperatingIncome (Loss) $ 517,717 $ 588,137

3 Current Rate of Return (L2 /LI ) 7.22% 8.42%

4 Required Operating Income (L5 X L1 ) $ 703,606 $ 545,431

5 Required Rate of Return on Fair Value Rate Base 9.81% 7.81 %

6 Operating Income Deflciency (L4 - LE) $ 185,889 $ (42,706)

7 GrossRevenue Conversion Factor (WAR-1, Page 2) 1.6286 1 .6286

8 Required Increase in Gross Revenue Requirement (L7 X Le)

g AdjustedTest Year Revenue $ 2,588,849 $ 2,553,472

10 Proposed AnnualRevenue (L8+ LE) s 2,891 ,594 $ 2,483,919

11 Required Percentage Increase in Revenue (LB / Ls) 11.69% -2.72%

12 Consolidated Revenue Adjustment (Lakeside/Overgaard) $ (23,271 ) $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 279,355 $

14 Required Revenue Under Company Proposed Consolidation $ 2,868,204 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 10.79%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule WAR-2, WAR-7, and WAR-13



1.6286

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 - L2)
Revenue Conversion Factor(LI /LE)

1 .0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (L6 + LE)

100.0000%
G.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

11
12
13

$ 545,431
588,137

Required Operating Income (Sch. WAR-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. WAR-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ (42,706)

14
15
16

17

Income Taxes On Recommended Revenue (Col. (D), L31) 180,014
Income Taxes On Test Year Revenue (Col. (D), L32) 206,860
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

(26,846)

(69,552)

RUCO
Recommended
$ 2,483,919

1 ,758,474
259,075
486,370
6.9680%

$

$ 32,497

18
19
20
21
22
2 3
24
25
26
27
28
29
30
31

$
$
$
$
$
$

433,873
7,500
6,250
8,500

91,650
33,617

CALCULATION OF INCOME TAX

Revenue (Sch. WAR-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (WAR-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

147,517
180,014

32
33

Test Year Combined Income Tax, RUCO as Adjusted (WAR-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See WAR-6, Col. (D). L23)

$
$

206,860
(26,846)

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

35
36
37

$

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. WAR-2, Col, (C), L17)
Weighted Avg. Cost of Debt (Sch. WAR-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $

6,985,207
3.71 %

259,075



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-2

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission 8= Distribution Plant
General Plant

Total Gross Plant in Service

(313,824)

$

1,767

1,730,757

2,184,518

72,344

11,151,870

903,362
16,044,619 $

(7,444)
(321,268) $

1,767
1,416,933
2,184,518

72,344
11,151,870

895,919
15,723,352

8
9

Accumulated Depreciation
Net Utility Plant In Service (Sum L1& L2) $

(4,088,030)
11,956,589 $

209,297
(111 ,970) $

(3,878,733)
11,844,619

10 Advances In Aid Of Const. $ (2,366,968) $ $ (2,366,968)

11
12
13

$ $Contribution In Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (Ls + Le) $

(1 ,691 ,940)
370,501

(1 ,321 ,439> $

$

$

(1 ,691 ,940>
370,501

(1 ,321 ,439)

14 Deferred Income Tax $ $ $

15 $

(1,188,230)

89,266 $ (72,041) $

(1 ,188230)

17,225

16

Allowance for Working Capital

Net Regulatory Asset / (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 7,169,218

$
$ (184,011)

$
$ 6,985,207

References:
Column (A): Company Schedule B-1
Column (B): Schedule WAR~3
Column (C): Column (A) + Column (B)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(A)
COMPANY
ADJ USTED
TY PLANT

$ 40

(B) (C) (D)

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

1 ,727
220,858
14,337

1,495,561
7,953

110,147
2,066,419

ACCT

no.
301
302
303

310. 1
310. 3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390 . 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

120,057

3-FACTOR
ALLOCATOR

6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%
6.20%

7,444

TOTAL PTY WATER PLANT

397
71 ,947
23,558

673,012
6,911 ,952

79,165
2,528,006

325,314
610,863

1,995
104,383
136,137
408,019

3,877
72,767

638
4,909

145,753
24,885

1
16,044,619
16,044,619

$ 120,057
120,057

$ 7,444
7,444Company As Filed

Difference

$
$
$ $ $

LINE

no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment

l$ (7,444)l

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1

2

3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-6, Page 2

Line 2 .. Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

23,629
(48,412)
(72,041)

4
5
6

$ 445
445

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
9

$ 31,894
31,894

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 33,298
33,298

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 .. Line 10

13 TOTAL ADJUSTMENT (See WAR-2, Column (K))

$

s (72,041) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

1$144¥.

LINE
NO.

22

24

21

23

28

26

27

20

25

17
18

19

16

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

.E38 ExpenseLagDays Used in the Last Western Group Rate Case.
Dependent on System
RUCO reviewed several invoices from a number of companies with terms of net 30 days.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating 8. Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Expense Lag

Revenue Lag

Cash Working Capital

RUCO Adjusted Expenses

Net Lag

Company As Filed

Subtotal

Total

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E)/ (C)

Line 18 - Line 17

Line 21 - Line 22

Col. (C), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

2,482,269

1 ,77B,663

265,900
437,706

703,606

181,940
500,941

1,233
7,672

18,521
9,259

154,738
383,567
225,485
49,672
41,644

997
116,684
35,236
51,074

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$ 1,897,739

(584v530 )

(139,999)

(6,825)
(437,706)

(444,531 )

(B)

(72,041 )

(48,412)

(72,041)

(11,180)

(65)
(10,333)
(77,968)
(17,175)
(2,984)

(18,770)

23,629

(1,524)

29.43

38,74

(9.31)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

1,897,739

1,638,664

259,075

259,075

181,940
482,171

1,233
7,672

18,521
9,259

154,673
373,234
147,517
32,497
38,660

997
105,504
35,236
49,550

: ~ 1 < I

(LEAD)/LAG
DAYS

(D)

3800
37.00
37.00
14.00
83.10

212.00
(98.83)
34.72

(45.27 )
(46.50 )
(8.92)

mo

91,25

20 43

Lakeside System
Schedule WAR-6

Page 2 of 2

$ 23,840,592

$ 73,520,705

$ 23,640,592

$

DOLLAR
DAYS

49,880,113

6,535,285
6,750,392

(136)
156,712
(838,446)
(430,544)

(1,379,684)
1 1,197,020
5,458,127
1,202,377

541 ,238
82,851

22,366,919
(3,482,374)
1,720,375

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule WAR-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket NO. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

As
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
Russo
PROPD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $ (28,518)
(6,399)

(112)

$ $ $

$

2,158,058
374,740

5,354
1,557

23,556
2,563,364 $

(442)
(35,472) $

2,129,540
368,341

5,241
1,557

23,213
2,527,892 $

(125,992)
44,815

(611 )
s,243
5,778

(69,766) $

2,003,548
413,156

4,631
7,800

28,992
2,458,126

7
8

Miscellaneous
Total Operating Revenues

$
$

25,579
2,588,943

$
$ (35,472)

$
$

25,579
2,553,472

$
$

214
(69,552)

$
$

25,793
2,483,919

$ 1,233
5,184

$ $ 1,233
5,184

$ $ 1,233
5,184

9
10
11
12
13
14
15
16
17
18
19
20

181,940 181,940 1B1,940

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative 8 General Expenses

Total Operations & Maintenance Expense $

53,677
28 v463

290,447
275,893

686
506,659

1 ,344,181 $
(121,412)
(121,412) $

53,677
28,463

290,447
275,893

686
385,247

1 ,222,769 $ $

53,677
28,463

290,447
275,893

686
385,247

1 ,222,769

21 Depreciation a. Amortization Expenses $ 416,943 $ (18,874) $ 398,058 $ $ 398,068

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ (22,000)
(4,846)

$

$

129,724
28,577

116,684
35,117

310,102 $

39,793
8,766

(11 ,180)
(2,984)
34,395 $

169,517
37,343

105,504
32,133

344,497 $ (26,846) $

147,517
32,497

105,504
32,133

317,651

27
28

Total Operating Expenses
Operating Income

$
$

2,071,226
517,717

$
$

(105,892)
70,420

$
$

1 ,965,334
588,137

$
$

(26,846)
(42,706)

$
$

1 ,938,488
545,431

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
WAR-8,Columns (B) Thru (I)
Column (A) + Column (B)
WAR-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Normalized Level of OT Hours nr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in W

Total OT Hours for 2005 - 2008
Divided bye Years

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Lakeside System
Schedule WAR-9

Page 1 of 3

28,132.5

78,751.0
4

15,008.5
18,080.0
28,132.5
17,530.0

19,687.8

302,744

6

8,444.8

35.85

3-Factor Allocator Per District

RUCO Adjustment u> (16,/IU)

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21 .65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.

I I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Pavroll Tax Exnensez

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1_11.d

Lakeside System
Schedule WAR-9

Page 2 of 3

302,744

6.20%

18,770

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator Bv Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment lm lA,964)l

Payroll Tax Expense Allocator By Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

1



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31. 2007

Lakeside System
Schedule WAR-9

Page 3 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

6.20%

18.770

1
2
3
4
5
6
7
8
9

10
11

$

1 4
1 5
1 6
17
1 8
1 9
2 0
21
22
23
2 4
2 5
2 6
27
28
29
3 0
31
3 2
3 3
3 4
3 5
3 6
37
3 8
3 9
4 0
41

Pavroll 401(K) Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll 401 (K) Expense Allocator Bv Group:

RUCO Payroll 401 (K) Expense Allocator by Group

RUCO Payroll 401 (K) Expense Adjustment l=1>

8.12%

(.l,:>44)l

Payroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W~01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY

(B)

RUCO
ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

System

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Siena Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

Wester Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

LINE
no.

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ e,2o1 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (C): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 0.0036

$ 302,744

COMPANY WORKPAPER - "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER - "GROUP INSURANCE)

LINE 1 x LINE 2

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD . Total Company $

4 wE Number of Customers $

$

$

5 Pro Forma 2007 LTD - Spread

11 ,095,569

39,944

83,825

38,854

6,2o1

$

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

s 5,1116 Increased(Decrease)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER .. "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ 40 $

1,721
220,858
14,337

1,181,737
7,953

110,147
2,066,419

36,988

3,150
121,505

10
2,058

13,460
123,724

1,583
60,167
14,802
11,118

ACCOUNT

no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

(B)
COMPANY
PROPOSED
DEP. RATES

0.00%
See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

2,610

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures at lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General plant Land
General plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop st Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

26,718
194

2,911
32

327
9,722

829

s

397
71,947
23,558

673,012
6,911 ,952

79,165
2,528,006

325,314
610,863

1 ,995
104,383
136,137
400,575

3,877
72,767

638
4,909

145,753
24,865

2
15,723,352 $ 431,907

AMORTIZATION OF CONTRIBUTIONS (1,691 ,940) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(33,839)

398,069

Company As Filed
Difference $

$

416,943
(18,874)

RUCO Adjustment (See WAR-8, Column (B)) (18,874)

LINE

NO .
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Sierra Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfleld 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

12

13
14

g
10
11

6

7
8

1
2
3
4
5

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Tax Liability:

MULTlPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Calculation Of The Company's Full Cash Value:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. WAR-7, Col (C), Ln 8
Sch. WAR-7, Col (c), Ln 8
Sch. WAR-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line g + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5 X2

$

$

$

$

2,553,472
2,553,472
2,483,919
7,590,863
2,530,288

(A)

92,577

Lakeside System
Schedule WAR-12

Page 1 of 1

$

$

$

$

4,972,515

5,060,575

(B)

(97,318)

9,258

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

9.43%
0.00%
9.43%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 105,504

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 105,504

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 116,684

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (11,180)

21 RUCO Adjustment (See WAR-8, Column (C)) Line 20 $ (11,180)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule WAR-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 6.20%

3 Lakeside System (Line 1 X Line 2) $ 18,600

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 6,200

6 10,333

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$ (4,133)

8 RUCO Adjustment (Line 7) (See WAR-8, Column (E)) $ (4,133)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System

Schedule WAR-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. WAR-7, Column (c), L28 + L22 + L23 $ 794,997

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 21

Line 1 - Line 2 - Line 3 $

37,343
259,075
498,579

5
6

Federal Tax Rate

Federal Income Tax Expense
Sch. WAR-1, Pg 2, Col. (D), L34

Line 4 X line 5 $
34.00%

169,517

STATE INCOME TAxEs:

7 Line 1 $ 794,997

8
9

Operating Income Before Taxes
LESS:

Interest Expense

State Taxable Income
Note (A) Line 21

Line 7 - Line 8 $

259,075

535,922

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 37,343

12
13
14

TOTAL INCOME TAXEXPENSE:

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

169,517
37,343

206,860

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 129,724

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31 ) 28,577

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 39,793

18 RUCO State Income Tax Adjustment Line 13 - Line 16 8,766

19
20
21

$

NOTE (A):

Interest Synchronization:

Adjusted Rate Base (Sch. WAR-2, Col. (H), L17)

Weighted Cost of Debt (Sch. WAR-16 Col. (F)» LI)
Interest Expense (L18 X L19) S

6,985,207
3.71%

259,075

I
I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Lakeside System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR
AMOUNT

CAPITAL
RATIO

COST
RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31 % 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

l
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System

TABLE OF CONTENTS TO WAR SCHEDULES

SCH.
no.

PAGE
no. TITLE

WA R-6

WA R-7

WA R-8

WA R-9

WA R-9

WA R-9

WA R-10

WA R-11

WA R-12

WAR-13

WAR-14

WAR-15

WAR-1 1 &2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

WAR-2 1 RATE BASE

WAR~3 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

WAR-4 DIRECT PLANT 1 TO 7 RATE BASE ADJUSTMENT NO. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-4 PHOENIX OFFICE 1 TO 5 RATE BASE ADJUSTMENT no. 1 . PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-4 METER SHOP 1 TO 5 RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-5 1 RATE BASE ADJUSTMENT NO. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

TESTIMONY RATE BASE ADJUSTMENT no. 3 _ REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 _ INTENTIONALLY LEFT BLANK

1 &2 RATE BASE ADJUSTMENT no. 6 _ WORKING CAPITAL AND LEAD/LAG STUDY

OPERATING INCOME1

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 .. PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 - PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

3 OF 3 OPERATING INCOME ADJUSTMENT no. 3 . 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

1 OPERATING INCOME ADJUSTMENT no. 6 - INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7 - TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. B . PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. g - RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

1 COST OF CAPITAL



$ (68,781) (277, 183)$

Arizona Water Company

Docket No. W-01445A-08-0440

Test Year Ended December 31, 2007

Overgaard System

Schedule WAR-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 3,338,584 $ 3,252,625

2 Adjusted Operating Income (Loss) $ 369,890 $ 433,876

3 Current Rate of Return (L2 /LI) 11.08% 13.34%

4 Required Operating Income (L5 X LI) $ 327,657 $ 253,977

5 Required Rate of Recur on Fair Value Rate Base 9.81 % 7.81 %

6 Operating Income Deficiency (L4 - L2) s (42,232) $ (179,898)

7 Gross Revenue Conversion Factor (\NAR-1, Page 2) 1 .6286 1.5408

8 Required Increase in Gross Revenue Requirement (L7 X Le)

9 Adjusted Test Year Revenue $ 1 ,685,342 $ 1,686,498

10 Proposed Annual Revenue (L8 + LE) $ 1,617,561 $ 1,409,315

11 Required Percentage Increase inRevenue (LB / LE) -408% -16.44%

12 Consolidated Revenue Adjustment (Lakeside/Overgaard) 8 23,271 $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ (45,030) $

14 Required Revenue Under Company Proposed Consolidation $ 1,640,619 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation -2.67%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule WAR-2, WAR-7, and WAR-13



1.5408

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 - LE)
Revenue Conversion Factor(L1 /LE)

1 .0000
0.3510
0.6490

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - L6)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (Le + LE)

100.0000%
6.9680%

93.0320%
30.2364%
28.1295%
35.0975%

11
12
13

$ 253,977
433,876

Required Operating Income (Sch. WAR-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. WAR-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ (179,898)

14
15
16

17

Income Taxes On Recommended Revenue (Col. (D), L31) 72,107
Income Taxes On Test Year Revenue (Col. (D), L32) 169,391
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

(97,284)

(277,183)

L22 - L23)

RUCO
Recommended
$ 1,409,315

1,083,231
120,637
205,447
6.9680%

$

$ 14,316

18
19
20
21
22
23
24
25
26
27
28
29
30
31

$
$
$
$
$
$

191,132
7,500
6,250
8,500

35,541

CALCULATION OF INCOME TAX
Revenue (Sch. WAR-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax(WAR-7,Col. (E), L27 -
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

57,791
72,107

32
33

Test Year Combined Income Tax, RUCO as Adjusted (WAR-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See WAR-6, Col. (D), L23)

$
$

169,391
(97,284)

34 Applicable Federal Income Tax Rate (Col. (D), L30 l Col. (C), L24) 30.24%

$ 3,252,625
3.71%

120,637

35
36
37

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. WAR-16, Col. (F), L1 )
Synchronized Interest (L35 X L36) $



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-2

Page 1 of 1

RATE BASE _ ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross plant in Service

$ $ $

$

1 ,111
709,152
588,420
58,991

8,818,945
728,787

10,905,405 $
(4,790)
(4,790) $

1,111
709,152
588,420
58,991

8,818,945
723,997

10,900,615

8
g

Accumulated Depreciation
Net Utility Plant In Service (Sum L1& L2) $

(3,542,894)
7,362,511 $

78g
(4,001) $

(3,542,105>
7,358,510

10 Advances In Aid Of Const. $ (1,420,695) $ $ (1,420,695)

11
12
13

$ $ $Contribution In Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(2,543,592)
613,170

(1,930,422) $ $

(2,543,592)
613,170

(1,930,422)

14 Deferred Income Tax $ $

15 $

(764,684)

91,873

$

$ (81,957) $

(764,684)

9,916

16

Allowance for Working Capital

Net Regulatory Asset / (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 3,338,584

$
$ (85,959)

$
$ 3,252,625

References:
Column (A): Company Schedule B-1
Column (B): Schedule WAR-3
Column (C): Column (A) + Column (B)
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160$

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT l PHOENIX OFFICE

(A)
COMPANY
ADJUSTED
TY PLANT

$ 26

(B) (C) (D)

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

1 ,085
116,245

15,826

577.081
600

36,187
551 ,634

166
58,825
29,568

665,214
5,538,713

38,261
1 ,691 ,013

225,602
630,571

ACCT
n o .
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8< lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps

Services
Meters
Hydrants

General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment

W arehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

120,057

3-FACTOR
ALLOCATOR

3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%
3.99%

4,790

TOTAL PTY WATER PLANT

225,338
52,508

261,752
235

58,727
548

3,810
113,533

12,340

(1)
10,905,405
10,905,405

$ 120,057
120,057

$ 4,790
4,790Company As Filed

Difference

$
$
$ $ $

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PW  Accumulated Depreciation Plant Adjustment

l$ (4,790)l

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Overgaard System
Schedule WAR-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no . DESCRIPTION AMOUNT REFERENCE

1
2
3

$Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

48,580
(33,377)
(81 ,957)

Company Schedule B-5, PG. 1
RUCO Schedule WAR-6, Page 2

Line 2 - Line 1

4
5
6

$ 1,339
1,339

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
g

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment

$ 20,525
20,525

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7$

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 21,429
21,429

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See wAR-2, Column (K))

$

$ (81,957) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket NO, W-01445A-08-0440
Test Year Ended December 31 , 2007

E34 Expense Lag Days Used in the Last Western Group Rate Case.
Dependent on System

.RUCOreviewed several invoices from a number of companies with terms of net 30 days.

LINE
no.

22

21

20

23

24

28

27

25

26

16

17
18

19

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current income Taxes
FlCA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, 84 Misc. Fees
Retirement Annuities (40 tk)

Synchronized Interest
Cost of Equity

Expense Lag

RUCO Adjusted Expenses

Revenue Lag

Net Lag

Company As Filed

Cash Working Capital

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 I CONT'D
LEAD/LAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5Schedules

Line 17, Col. (E) /(C)

Line 18 . Line 17

Line 21 - Line 22

Col. ac), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

1,407,466

1,079,809

123,825
203,832

327,657

71,171
22,262

58
6,009

11,919
5,959

69,507
626,570
105,005
23,132
26,800

641
65,159
22,676
22,942

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$ 1,117,662

(207,020 )

(289,804)

(3,188)
(203,832)

(B)

(81,957)

(33,377)

(81,957)

(82,784)

(55)
(6,650)

(47,214)
(8,816)
(1,920)

(12,079)

48,580

(10.90)

(5,068)

40,55

29,65

(981)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

1,117,662

997,025

120,637

120,637

71,171
10,183

58
6,009

11,919
5,959

69,452
619,920
57,791
14,316
24,880

641
60,091
22,676
21,961

(LEAD)/LAG
DAYS

(D)

37.00
14.00
83.10

212.00
(98.83)
34.72

20.43
(45.27 )
(46.50)
(8.92)

91.25

so

Overgaard System
Schedule WAR-6

Page 2 of 2

9

$ 45,321,422

$ 11,008,118

$ 11,008,118

$

DOLLAR
DAYS

34,313,303

2,556,462
142,555

(6)
122,743
(539,573)
(277,094)
(619,513)

18,597,585
2,138,281

529,676
348,314
53,267

12,739,199
(2,241,069)

762,476

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule WAR-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)

3 92



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
Ruco
PRQPD

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 1,521,187
129,575

$ 137
16

$ 1,521,324
129,591

$ (276,030)
(7,045)

$ 1,245,294
122,546

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues $

1,195
9,963

1,661,920 $
2

156 $

1,195
9,965

1,662,076 $

4,805
875

(277,395) $

6,000
10,840

1,384,680

7
8

Miscellaneous
Total Operating Revenues

$
$

24,422
1 ,686,342

$
$ 156

$
$

24,422
1,686,498

$
$

213
(277,183)

$
$

24,635
1,409,315

$ 58
4,378

$ $ 58
4,378

$ $ 58
4,378

9
10
11
12
13
14
15
16
17
18
19
20

71,171 71,171 71,171

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

43,941
14,733

237,473
207,198

446
279,673
859,072 $

(67,752)
(67,752) $

43,941
14,733

237,473
207,198

446
211 ,922
791,321 $ $

43,941
14,733

237,473
207,198

446
2t1,922
791,321

21 Depreciation & Amortization Expenses $ 214,780 $ (3,796) $ 210,984 $ $ 210,984

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ (77,970)
(19,314)

$

$

126,761
27,924
65,159
22,756

242,600 $

9,001
5,705
(5,068)
(1 ,920)
7,717 $

135,762
33,630
60,091
20,836

250,317 $ (97,284) $

57,791
14,316
60,091
20,836

153,033

27
28

Total Operating Expenses
Operating Income

$
$

1 ,315,453
369,890

$
$

(63,830)
63,986

$
$

1,252,622
433,876

$
$

(97,284)
(179,899)

$
$

1,155,338
253,977

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
WAR-8, Columns (B) Thru (I)
Column (A) + Column (B)
WAR-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

Total OT Hours for 2005
Divided by 4 Years

Normalized Level of OT Hours fr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

2008

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Overgaard System
Schedule WAR-9

Page 1 of 3

19,687.8

28,132.5

8,444.8

35.85

15,008.5
18,080.0
28,132.5
17,530.0

78,751.0
4

3-Factor Allocator Per District

RUCO Adjustment lm

302,744

9 %

l'IA,U/H)l

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.

,ea



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Payroll Tax ExDense:

Total Abnormal OT Dollars in TY

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator By Group:

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Overgaard System
Schedule WAR-9

Page 2 of 3

302,744

15.90%

12,079

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Payroll Tax Expense Allocator by Group

RUCO Payroll Tax Expense Adjustment 3> l'I,9zU)I

Payroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in W

3-Factor Allocator Per District

Pavroll 401(K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Overgaard System
Schedule WAR-9

Page 3 of 3

302,744

3.99%

12,079

8.1

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Allocated Payroll by District

Pavroll 401 (K) Expense Allocator By Group:

RUCO Payroll 401(K) Expense Allocator by Group

RUCO Payroll 401(K) Expense Adjustment =t» (':36'I)l

Pavroll Tax Expense Allocator BV Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY

(B) (C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

RUCO
ADJUSTMENT

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal

Wester Group
Casa Grande
Stanfield
White Tank
Ago
Coolidge

Subtotal

$

122
115

5
25

5
0

(338)
2,157 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

$

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

LINE
no.

1
2
a
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Norther Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A);
COLUMN (B):
COLUMN (C):

COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1 Current Rate per Payroll Dollar $

2 Pm Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

4 Y/E Number of Customers $

5 Pro Forma 2007 LTD - Spread $

6 Increase / (Decrease) $

0.0036

11 ,095,569

39,944

83,825

38,854

6,201

$ 302,744

$ 0.0036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5, 111

REFERENCE

COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER .. "GROUP INSURANCE)

LINE 1 X LINE 2

COMPANY WORKPAPER _ "GROUP INSURANCE)

COMPANY WORKPAPER _ "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ 26 $

1 ,085
116,245
15,826

37

577,081
600

36, 187
551 ,634

18,063

1 ,035
32,436

166
58,825
29,568

665,214
5,538,713

38,261
1 ,691 ,013

225,602
630,571

4
1,682

13,304
99,143

765
40,246
10,265
11 ,476

ACCOUNT

no .
301
302
303

310.1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

5,633

Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold improvements
Office Furniture gt Equipment
Warehouse Equipment
Tools. Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

17,139
12

2,349
27

254
7,573

411

$

225,338
52,508

256,962
235

58,727
548

3,810
113,533
12,340

(1)
10,900,615 $ 261,856

AMORTIZATION OF CONTRIBUTIONS (2,543,592) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(50,872)

210,984

Company As Filed
Difference $

$

214,780
(3,796)

(3,796)

LINE
no .
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

RUCO Adjustment (See WAR-8, Column (B))

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Sierra Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

13
14

9
10
11

12

7
8

6

1
2
3
4
5

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Calculation Of The Company's Tax Liability;

MULTIPLYI
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Full Cash Value:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. WAR-7, Col (c). Ln 8
Sch. WAR-7, Col (C), Ln 8
Sch. WAR-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5x 2

$

$

$

$

1,686,498
1,686,498
1,409,315
4,782,311
1,594,104

(A)

705,288

3,725

Overgaard System
Schedule WAR-12

Page 1 of 1

$

$

$

$

3,134,615

3,188,207

(B)

(53,965)

373

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

8.52%
0.00%
8.52%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 60,091

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 60,091

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 65,159

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (5,068)

21 RUCO Adjustment (See WAR-8, Column (C)) Line 20 $ (5,068)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 3.99%

3 Overgaard System (Line 1 X Line 2) $ 11,970

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 3,990

6 6,650

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$ (2,660)

8 RUCO Adjustment (Line 7) (See WAR-8, Column (E)) $ (2,660)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule WAR-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no . DESCRIPTION R E F E R E N C E AMOUNT

FEDERAL INCOME TAXES:

1 Sch. WAR-7, Column (<>), L28 + L22 + L23 $ 603,267

2

3

4

Operating Income Before Taxes
LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

33,630
120,637

449,000

5

6

Federal Tax Rate

Federal Income Tax Expense
Sch. WAR-1, Pg 2, Col. (D), L34

Line 4 X line 5 $

30.24%

135,762

STATE INCOME TAXES:

7 Line 1 $ 603,267

8

g

Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income
Note (A) Line 21

Line 7 - Line 8 s

120,837

482,630

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 33,630

12

13

14

TOTAL INCOME TAX EXPENSE:

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

135,762

33,630

169,391

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 126,761

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31 ) 27,924

17 RUCO Federal lnoome Tax Adjustment Line 12 - Line 15 $ 9,001

18 RUCO State Income Tax Adjustment Line 13 - Line 16 l$ 5,705

19

20
21

$

NOTE (A):

Interest Synchronization:

Adjusted Rate Base (Sch. WAR-2, Col. (H), L17)

Weighted Cost of Debt (Sch. WAR-16 Col.(F).LI )
Interest Expense (Lt8 X L19) $

3,252,625

3.71%
120,637

I I
I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Overgaard System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B)

LINE
no. DESCRIPTION

DOLLAR
AMOUNT

CAPITAL
RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization

72,744,646

$ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL

(C)

7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System

TABLE OF CONTENTS TO WAR SCHEDULES

PAGE
no. TITLE

WAR-1 1 & 2 REVENUE REQUIREMENTAND GROSS REVENUE CONVERSION FACTOR

WAR-2 1 RATE BASE

WAR-3 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

WAR_4 DIRECT PLANT 1 TO 7 RATE BASE ADJUSTMENT no. 1 - PLANT& ACCUMULATED DEPRECIATION RECONCILIATIONADJUSTMENT

WAR-4 PHOENIX OFFICE 1 TO 5 RATE BASE ADJUSTMENT NO, 1 PLANT &ACCUMULATEDDEPRECIATION RECONCILIATION ADJUSTMENT

PLANT& ACCUMULATEDDEPRECIATIONRECONCILIATION ADJUSTMENT1 TO 5 RATE BASE ADJUSTMENT no. 1WAR-4 METER SHOP

WAR-5 1

TESTIMONY

WAR-6 1 &1

WAR-7 1

WAR-8 1

RATE BASE ADJUSTMENT no. 2 . REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFTBLANK

RATE BASE ADJUSTMENT no. 5 . INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 . WORKINGCAPITAL AND LEAD/LAG STUDY

OPERATING INCOME

SUMMARY OF OPERATING INCOMEADJUSTMENTS

WAR-9 1 OF 3 PAYROLL EXPENSE

WAR-9 2 OF3

WAR-9 3 OFF

1

OPERATING INCOME ADJUSTMENT no. 1

OPERATING INCOME ADJUSTMENT no. 2

OPERATING INCOME ADJUSTMENT NO. 3

OPERATING INCOME ADJUSTMENT no. 6WAR-10

PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

INSURANCE EXPENSE

TEST YEAR DEPRECIATION EXPENSEWAR-11 1

1

OPERATING INCOME ADJUSTMENT no. 7

OPERATING INCOME ADJUSTMENT NO. 8 PROPERTY TAX COMPUTATIONWAR-12

WAR-13 1

WAR-14 1

OPERATING INCOME ADJUSTMENTno. 9 . RATE CASE EXPENSE

OPERATING INCOMEADJUSTMENT NO. 10 - INCOME TAX EXPENSE

WAR-15

SCH.
no.

1 COST OF CAPITAL



$ 2,188,362 $ 975,545

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
ScheduleWAR-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Adjusted Original Cost/Fair Value Rate Base $ 18,018,530 $ 14,673,180

2 Adjusted Operating Income (Loss) $ 424,708 $ 546,742

3 Current Rate of Return (LE / L1) 2.36% 3,73%

4 Required Operating Income (L5 X LI ) $ 1,768,386 $ 1,145,738

5 Required Rate of Return on Fair Value Rate Base 9.81% 7.81%

6 Operating Income Deficiency (L4 - L2) $ 1 ,343,879 $ 598,995

7 Gross Revenue Conversion Factor (WAR-1, Page 2) 1 .6286 1 .6286

8 Required Increase in Gross Revenue Requirement (L7 X Le)

9 Adjusted Test Year Revenue $ 3,521,124 $ 3,518,537

10 Proposed Annual Revenue (L8 + LE) $ 5,709,486 $ 4,494,082

11 62.15% 27.73%

12

Required Percentage Increase in Revenue (LB / LE)

Consolidated Revenue Adjustment (Sedona/Pinewood/Rimrock) $ 216,885 $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 2,404,707 $

14 Required Revenue Under Company Proposed Consolidation $ 5,926,065 $

15 RequiredPercentage Increase in Revenue Under Company Proposed Consolidation 68.29%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule WAR-2, WAR-7, and WAR-13



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(LI /LE)

1.0000
0.3860
0.6140

1.6286 I

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31.6309%
38.5989%

11
1 2
1 3

$ 1,145,738
546,742

Required Operating Income (Sch. WAR-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. WAR-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 598,995

14
15
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31) 378,138
Income Taxes On Test Year Revenue (Col. (D), L32) 1,589
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

376,549

975,545

RUCO
Recommended
$ 4,494,082

2,970,206
544,215
979,661
6.9680%

$

$ 68,263
$
$
$
$
$
$

911 ,398
7,500
6,250
8,500

91,650
195,975

1 8
19
20
21
22
2 3
24
2 5
26
27
28
29
30
31

CALCULATION OF INCOME TAX-
Revenue (Sch. WAR-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax(WAR-7,Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed, Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed, Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 .. $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

s
s

309,875
378,138

32
33

Test Year Combined Income Tax, RUCO as Adjusted (WAR-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See WAR-6, Col. (D), L23)

$
$

1 ,589
376,549

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col, (C), L24) 34.00%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch.WAR-16,Col. (F), LI)
Synchronized Interest (L35 X L36)

I

$

14,673,180
3.71%

544,215



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-2

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJTED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classilication
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

(3,397,718)
(6,761 )

$

3,287

5,917,390

2,268,429

1 ,297,124

23,674, 185

1 , 168,200
34,324,616 $

(661,738)
(10,145)

(4,076,362) $

3,287

2,519,672

2,259,668

1 ,297,124

23,012,447

1 ,156,055
30,248,254

8
9

Accumulated Depreciation
Net Utility Plant In Service (Sum L1 & L2) $

(6,146,140)
28,178,476 S

949,332
(3,127,030) $

(5,196,809)
25,051 ,445

10 Advances InAid Of Const. $ (3,651,412) $ $ (3,651,412)

11
12
13

$ $ $Contribution In Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (LE + Ls) $

(5,396,542)
1,279,254
(5,117,28B) $ $

(6,396,542)
1,279,254
(5,117,2B8)

14 Deferred Income Tax $ $ $

15

(1,619,443)

228,197 $ (218,320) s

(1,619,443)

9,878

16

Allowance for Working Capital

Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 18,018,530

$
$

- s
(3,345,350) $ 14,673,180

References:
Column (A): Company Schedule B-1
Column (B): Schedule WAR-3
Column (C): Column (A) + Column (B)
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II (10,145)

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE

NO.

(A)
COMPANY
ADJUSTED

TY PLANT
$ 55

935
z,297

86,669
161,846

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

5,668,874
3,805

70,726
2,191,674

223

167,702
1,129,423

112,947
1 ,272,723

16,783,007
620,948

2,864,132
563,966

1 ,456,462

ACCT
N O.
301
302
303

310. 1
310 .3
310 .4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells .. Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment

Warehouse Equipment
Tools, Shop 8¢ Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

140,328
161,155
513,013
26,271

102,400
10,228
21,605

160,462
30,738

120,057

3-FACTOR
ALLOCATOR

8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%
8.45%

10,145

TOTAL PTY WATER PLANT $ 120,057
120,057

$ 10,145
10,145Company As Filed

Difference

$ 34,324,616
$ 34,324,616
$ _ $ $

RUCO PTY Plant Adjustment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment is 338

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1

2

3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

87,691
(130,629)
(218,320)

4
5
6

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment

$ 51,556
51,555

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
9

$

$ 43,488
43,468

Company Schedule B-5, PG. 1
Company Schedule B-5, PG, 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 45,383
45,383

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See WAR-2, Column (K))

$

$ (218,320) Sum of Lines 3, 6,9 &12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

21

20

26

27

28

22

23

25

24

19

17
18

16

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

RUCO reviewed several invoices from a number of companies with terms of net 30 days.

Expense Lag Days Used in the LastWestern Group Rate Case.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property 8 Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Cun'ent Income Taxes
State Current Income Taxes
FICA Taxes
FUTA 8. SUTA Taxes
Property Taxes
Registration, Svc, Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Revenue Lag

Net Lag

Expense Lag

Company As Filed

Cash Working Capital

RUCO Adjusted Expenses

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

Line 19 X Line 20 / 355 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E) / (C)

Line 21 - Line 22

Line 18 .. Line 17

Col, (C), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

4,988,722

3,220,336

1,768,385

668,291
1 ,100,095

8,650
25,243
12,619

170,235
1 ,462,349

566,716
124,842
56,756

1 ,358
125,837
48,046
56,189

518,834
42,663

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$ (1,595v781)

$ (1,224,171)

$

(124,076)
(1,100,095)

3,392,941

(218,320 )

(218,320)

(130,629)

(371,610)

(84)
(14,083)

(256,841 )
(56,579)
(4,067 )

(6)

(12,297)

(25,582)

87,691

(14.05)

(2,077)

42.72

28.67

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

3,392,941

2,848,726

8,650
25,243
12,619

170,151
1 ,448,266

309,875
68,263
52,689
1,358

113,540
48,046
54,111

544,215

544,215

518,834
17,081

(LEAD)/LAG
DAYS

(D)

37.00
37.00
14.00
83.10

212.00
(98.83)
34.72

20,43
(45.27)
(4850)
(8.92)

91.25

14200

Sedona Sys tem
Schedule W AR-6

Page 2 of  2

$ 144,955,058

$ 49,659,615

$ 49,859,615

$

DOLLAR
DAYS

95,295,443

176,679
(1,142,751)

(586,784)
(1,517,750)
43,447,980
11,485,385
2,525,722

737,544
112,850

24,070,454
(4,748,386)
1,878,748

18,636,517
239,136

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule WAR-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PRQWD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

55 $ (1,731)
(828)

2

$ $ $

$

2,500,263
957,571

315
7,692

26,716
3,492,558 $

(30)
(2,587) $

2,498,532
956,743

317
7,692

26,686
3,489,970 $

581,668
351,686

(22)
30,758
11,149

975,239 $

3,080,200
1,308,430

295
38,450
37,835

4,465,209

7
8

Miscellaneous
Total Operating Revenues

$
$

28,567
3,521,124

$
$ (2,587)

$
$

28,567
3,518,537

$
$

305
975,545

$
$

28,873
4,494,082

$ $ $ $ $9
10
11
12
13
14
15
16
17
18
19
20

7,247 7,247 7,247

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative gt General Expenses

Total Operations & Maintenance Expense $

518,834
2,626

129,182
319,722
400,194
323,103

2,838
641,077

2,344,827 $
(145,009)
(145,009) $

518,834
2,626

129,182
319,722
400,194
323,108

2,838
496,067

2,199,817 $ $

518,834
2,626

129,182
319,722
400,194
323,108

2,838
496,067

2,199,817

21 Depreciation & Amortization Expenses $ 731,033 $ (117,9e2) $ 613,071 $ $ 613,071

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 308,573
67,976

$

$

(125,482)
(27,643)
125,837
47,845
20,557 $

126,784
27,929
(12,297)
(4,067)

138,349 $

1 ,302
287

113,540
43,778

158,906 $ 376,549 $

309,875
68,263

113,540
43,778

535,456

27
28

Total Operating Expenses
Operating Income

$
$

3,096,417
424,708

$
$5

(124,622)
122,034

$
$

2,971 ,795
546,742

$
$

376,549
598,995

$
$

3,348,344
1,145,738

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
WAR-8, Columns (B) Thru (I)
Column (A) + Column (B)
WAR-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 ,

LINE
no.

Amount of Abnormal W OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

Total OT Hours for 2005 -
Divided by 4 Years

3-Factor Allocator Per District

OT Hours in Test Year

Normalized Level of OT Hours nr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

2007

DESCRIPTION

2008

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Sedona System
Schedule WAR-9

Page 1 of 3

19,687.8

28,132.5

8,444.8

35.85

15,008.5
18,080.0
28,132.5
17,530.0

78,751.0
4

302,744

8.45%

RUCO Adjustment u> lzb,D8z)l

3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfieid

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

28.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1 .48%

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-t1.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

3-Factor Allocator Per District

Total Abnormal OT Dollars in TY

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator BV Group:

RUCO Payroll Tax Expense Allocator by Group

Pavroll Tax Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Sedona System
Schedule WAR-9

Page 2 of 3

302,744

25,582

5.90%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Payroll Tax Expense Adjustment lu (4,UD/)l

Payroll Tax Expense Allocator By Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

8.45%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll 401(K) Expense Allocator Bv Group:

Pavroll 401 (K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401 (K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Sedona System
Schedule WAR-9

Page 3 of 3

302,744

25,582

RUCO Payroll 401(K) Expense Allocator by Group

RUCO Payroll 401 (K) Expense Adjustment [Rb lz,u10l

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Payroll Tax Expense Allocator BV Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR40

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 .950

Superior
Bisbee
Sierra Vista
SanManuel
Oracle
Saddlebrook
Winkelman
Miami

$

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1.718

$

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1 ,839
17

12s
49

(189)
1 ,842

1
2
3
4
5
6
7
8
9

10
11
12
i s
14
15
16
17
18
19
20
21
22
23
24
25
be
27
28
29
30
31
32
33

Subtotal

Western Group
Casa Grande
Stanfield
white Tank
Ago
Coolidge

Subtotal

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 s

(65)
(55)
(84)
(ea)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (C)1 COMPANY WORKPAPER "GROUP INSURANCE' TAB LTD

NOTES;

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 0.0036 COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

$ 302,744 COMPANY WORKPAPER . "GROUP INSURANCE)

LINE 1 X LINE 2

4 Y/E Number of Customers

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

$

$

$

5 Pro Forma 2007 LTD - Spread

11 ,095,569

39,944

83,825

38,854

6,201

$

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,111

COMPANY WORKPAPER . 'GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)6 Increase/(Decrease)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

LINE

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
$ 55

935
2,297

86,669
161,846

$

2,271,156
3,805

70,726
2,184,913

223

71,087

2,023
128,473

9

167,702
1,129,423

112,947
1,272,723

16,121,269
620,948

2,864,132
583,966

1,456,462

4,193
32,301

25,454
288,571
12,419
68,166
25,660
26,508

ACCOUNT

no .
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

140,328
161,155
502,869
26,271

102,400
10,228
21,605

160,462
30,738

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1 .82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

3,508

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8< lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & fmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

33,541
1,314
4,096

511
1,441

10,703
1,024

$ 30,248,254 $ 741 ,002

AMORTIZATION OF CONTRIBUTIONS (6,396,542) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(127,931)

613,071

Company As Filed
Difference $

731,033
(117,962)

Rico Adjustment (See wAR-8, Column <B)) $ (117,962)

no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator By District:
Superstition 24.94%
Bisbee 4.98%
Sierra Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 498%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
081 %
527%
620%
399%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

9
10
11

12

13
14

7
8

1
2
3
4
5

6

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% Of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap, Of Transportation Equipment

Net Book Value Of Transportation Equipment

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Calculation Of The Company's Tax Liabilityi

Calculation Of The Company's Full Cash Value:

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Two Times Three Year Average Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. WAR-7, Col (C). Ln 8
Sch. WAR-7, Col (c), Ln 8
Sch. WAR-7, Col (E). Ln 8

Sum Of Lines 1, 28; 3
Line 4 / 3

Sum Of Lines 6,8 &11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5 X2

$

$

$

$

3,518,537
3,518,537
4,494,082

11,531,156
3,843,719

3,262,159

(A)

Sedona System
Schedule WAR-12

Page 1 of 1

$

$ " 7,835,740

s

$ 7,687,437

(B)

(177,913)

326,216

s 1 ,763,042

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

6.44%
0.00%
6.44%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

113,540

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 113,540

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 125,837

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (12,297)

21 RUCO Adjustment (See WAR-8, Column (C)) Line 20 (12,297)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule WAR-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor

3 Sedona System (Line 1 X Line 2) s

8.45%

25,350

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 8,450

6 $

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $

8 RUCO Adjustment (Line 7) (See WAR-8, Column (E)) $

14,083

(5,633)

(5,633)

3~Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



$ 27,929

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System

Schedule WAR-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. WAR-7, Column (C)» L28 + L22 + L23 $ 548,331

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

287

544,215

3,829

5

6

Federal Tax Rate

Federal Income Tax Expense

Sch. WAR-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34.00%

1 ,302

STATE INCOME TAXES:

7 Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Line 1 $ 548,331

8

9

Note (A) Line 21
Line 7 - Line 8 $

544,215

4,116

10 State Tax Rate Tax Rate 6.97%

11 State IncomeTax Expense Line 9 X Line 10 $ 287

12

13

14

TOTAL INCOME TAX EXPENSE'

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

1,302

287

1,589

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (125,482)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (27,643)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 is 126,784 I

18 RUCO State Income Tax Adjustment Line 13 - Line 16

19

20
21

$

NOTE (A);
Interest Synchronization:
Adjusted Rate Base (Sch. WAR-2, Col. (H), L17)
Weighted Cost of Debt (Sch. WAR-16 Col. (F), LI)
Interest Expense (L18 X L19) $

14,673,180

3.71 %
544,215



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sedona System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System

TABLE OF CONTENTS TO WAR SCHEDULES

PAGE
no. TITLE

WAR-1 1 & 2

WAR-2 1

WAR-3 1

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

WAR-4 DIRECT PLANT 1 TO 7 PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-4 PHOENIX OFFICE 1 TO 5 PLANT & ACCUMULATEDDEPRECIATION RECONCILIATION ADJUSTMENT

WAR-4 METER SHOP

WAR-5

1 TO5

RATE BASE ADJUSTMENT no. 1

RATE BASE ADJUSTMENT NO, 1

RATE BASE ADJUSTMENT no. 1 PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

1

TESTIMONY

WAR-6 1 & 2

WAR-7 1

WAR-8 1

RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 . REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLlCAT»ON

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT NO, 5 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT NO. 6 - WORKING CAPITAL AND LEAD/LAG STUDY

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTS

WAR-9 1 OF 3 OPERATING INCOME ADJUSTMENT NO, 1 - PAYROLL EXPENSE

WAR-9 2 OF 3 PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ.#1

WAR-9 3 OF 3 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ.#1

WAR-10 1

OPERATING INCOME ADJUSTMENT no.2

OPERATING INCOME ADJUSTMENTno. 3

OPERATING INCOMEADJUSTMENT no, 5 INSURANCE EXPENSE

WAR-11 1 OPERATING INCOME ADJUSTMENT no. 7 TEST YEAR DEPRECIATION EXPENSE

WAR-12 1 OPERATING INCOME ADJUSTMENT no. 8 . PROPERTY TAX COMPUTATION

1 OPERAT»NG INCOME ADJUSTMENT no. 9 RATE CASEEXPENSEWAR-13

WAR-14 1 OPERATING INCOMEADJUSTMENT no.10 .. INCOME TAX EXPENSE

WAR-15

SCH.
NO,

1 COST OF CAPITAL



$ 130,470 $ (7,224)

Arizona Water Company
Docket NO, W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System

Schedule WAR-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB
COST

1 Adjusted Original Cos(/FairValue Rate Base $ 1,882,836 $ 1,806,850

2 Adjusted Operating Income (Loss) $ 104,677 $ 146,358

3 Curran! Rats of Recur (L2/L1 ) 5 56% 8. 10%

4 Required Operating Income (LEXL1 ) s 184,787 s 141,086

5 Required Rate of Recur on Fair Value Rate Base 9.81% 7.81%

6 Operating Income Deficiency (L4 - L2) $ 80,110 $ (5,272)

7 Gross Revenue Conversion Factor (WAR-1, Page 2) 1.6286 1.3703

8 Required Increase inGross Revenue Requirement (L7 X Le)

9 Adjusted Test Year Revenue $ 1,047,463 s 1,046,390

10 Proposed Annual Revenue (L8 + LE) $ 1,177,933 $ 1,039,166

11 Required Percentage Increase in Revenue (LB/ LE) 12.46% -0.69%

12 Consolidated Revenue Adjustment (Sedona/Pinewood/Rimrock) S 6,107 $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 136,993 $

14 Required Revenue Under Company Proposed Consolidation $ 1,183,734 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 13. 09%

16 Rate of Return on Common Equity 12.40% 8.33%

References:

Column (A): Company Schedules A-1 and C-1

Column (B): Ruco Schedule WAR-2, WAR-7, and WAR-13



1.3703

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-1

Page 2 of 2

GROSS REVENUECONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor (LI /LE)

1 .0000
02702
0.7298

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State income Tax Rate
Federal Taxable income (LE - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
2115564%
20.0544%
27.0224%

11
1 2
1 3

$ 141,086
146,358

Required Operating Income (Sch. WAR-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. WAR-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 .. L12) $ (5,272)

14
1 5
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31) 27,427
Income Taxes On Test Year Revenue (Col. (D), L32) 29,379
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

(1 ,952)

(7,224)

RUCO
Recommended
$ 1,039,166

870,653
67,014

101,499
6.9680%

$

$ 7,o72

1 8
19
20
21
22
2 3
24
2 5
26
27
28
29
30
31

$
$
s
$
$
$

94,426
7,500
6,250
6,605

CALCULATION OF INCOME TAX
Revenue (Sch, WAR-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax (WAR-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,0D1 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

20,355
27,427

32
33

Test Year Combined Income Tax, RUCO as Adjusted(WAR-7,Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See WAR-6, Col. (D), L23)

$
$

29,379
(1 ,952)

34 Applicable Federal Income Tax Rate (cOl. (D), L30 / Col. (c), L24) 21.56%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col. (c). L17)
Weighted Avg. Cost of Debt (Sch. WAR-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

1 ,806,850
3.71%

67,014



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-2

Page 1 of 1

RATE BASE - ORIGINAL cosT

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
R u c o

ADJTED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

(13,512)
(40,464)

$

863

1 , 146,589

471,603

32,915

3,563,550

239,448
5,454,969 $

(89)
(3,542)

(57,607) $

863

1,133,075

431,139

32,915

3,563,461

235,907
5,397,362

8
9

Accumulated Depreciation
Net Utility Plant In Service (Sum L1 &L2) $

(2,349,271)
3,105,698 $

12,479
(45,128) $

(2,336,792)
3,050,570

10 Advances In Aid Of Const. $ (249,075) $ $ (249,075)

11
12
13

$
$
$

$ $Contribution In Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE)

(783,751 )
296,411
(487,340) $ $

(783,751 )
296,411
(487,340)

14 Deferred Income Tax $ $ $ (565,368)

15 Allowance for Working Capital $

(565,368)

78,921 $ (30,858) $ 48,063

16 Net Regulatory Asset / (Liability) $ $ s

17
LB

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 18)

$
$ 1 ,a82,83s

$
$

- $
(75,986) $ 1 ,806,850

References:
Column (A): Company Schedule B-1
Column (B): Schedule WAR-3
Column (C): Column (A) + Column (B)
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(3,542)4
I

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE

no.

(A)
COMPANY
ADJUSTED
TY PLANT

$ 19

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

844
30,517
69,342

1 ,046,728
95

39,970
431,538

ACCT
NO.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission 8. Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop 84 Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

7,676
25,239
18,146

333,128
2,112,652

16,323
802,415
152,356
128,531

2,858
16,396
38,821

132,075
1,165

21 ,238
117

4,515
22,050

213

120,057

3-FACTOR

ALLOCATOR
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%
2.95%

3,542

TOTAL PTY WATER PLANT 5,454,969
5,454,969

$ 120,057
120,057

$ 3,542
3,542Company As Filed

Difference

$
$
$ $ $

RUCO PTY Plant Adjustment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment $ 1181

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

24,661
(6,197)

(30,858)

4
5
6

$ 23,241
23,241

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
g

$ 15,175
15,175

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line B - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 15.844
15,844

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See wAR-2, Column (K))

$

$ (30,858) Sum of Lines 3, 6,9 &12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

22

21

23

24

26

25

20

28

27

16

17
18

1
2
3
4
5
e
7
8
9
10
11
12
13
14
15

19

Expense Lag Days Used in the Last Western Group Rate Case,

RUCO reviewedseveral invoices from anumber of companies withterms of net 30 days.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating 8t Maintenance Expenses
Federal Current Income Taxes
State Current income Taxes
FlCA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (4D1k)

Synchronized Interest
Cost of Equity

Expense Lag

Revenue Lag

RUCO Adjusted Expenses

Cash Working Capital

Net Lag

Company As Filed

Subtotal

Total

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 CONT'D
LEADILAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E)/(C)

Line 18 - Line 17

Line 21 - Line 22

Col. (cl, Line is

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

1,048,659

883,872

345
8,812
4,405

78,799
218,087
59,219
13,045
19,814

474
41,350
16,774
25,349

69,833
114,954

84,848
294,552

184,787

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$ (181,797)

(117,773)

(2,819)
(114,954)

(B)

866,861

(64,025)

(38)
(4,917)

(38,864)
(5,973)
(1 ,420)

(6,197)

(6,197)

(6,197)

(3,158)

(8,931)

31.01

28.40

(2.61)

(725)

(C)
R u c o

EXPENSES
AS ADJUSTED

$

$

$

$

866,861

799,847

345
8,812
4,405

76,761
213,170
20,355
7,072

18,394
474

38, 192
16,774
24,624

84,846
285,621

67,014

67,014

(LEAD)/LAG
DAYS

20.43
(45.27)
(46.50)
(8.92)

37 00

(D)

37.00
14.00
83.10

212.00
(98.83)
34.72

91.25

ah

1400

Pinewood System
Schedule WAR-6

Page 2 of 2

$

$ 25,880,790

$

$

DOLLAR
DAYS

20,765,722

7,047
(398,919)
(204,833)
(s84,711 )

6,395,108
753,131
261,680
257,518
39,389

8,096,780
(1,657,774)

854,940

6,115,068

6,115,068

3,047,668
3,998,698

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule WAR-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-014-45A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-7

Page 1 of 1

OPERATING INCOME

LINE
NO. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROPD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $ (1 ,022)
(49)

0

$ $ $

$

1,015,253
22,880

507
179

1,784
1,040,604 $

(2)
(1 ,073) $

1,014,231
22,832

507
179

1,782
1,039,531 $

(11 ,926>
3,029

83
721
565

(7,530) $

1 ,002,305
25,860

590
900

2,346
1,032,001

7
8

Miscellaneous
Total Operating Revenues

$
$

6,859
1 ,047,463

$
$ (1 ,073)

$
$

6,859
1,046,390

$
$

306
(7,224)

$
$

7,165
1,039,166

$ $ $ $ $
3,239 3,239 3,239

g
10
11
12
13
14
15
16
17
18
19
20

84,846 84,846 84,846

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative 8; General Expenses

Total Operations & Maintenance Expense $

56,303
33,840

173,376
133,433

1,188
243,746
729,970 $

(40,012)
(40,012) $

56,303
33,840

173,376
133,433

1 ,188
203,734
689,958 $ $

56,303
33,840

173,376
133,433

1,188
203,734
689,958

21 Depreciation 81 Amortization Expenses $ 132,206 $ (5,641) $ 126,565 $ $ 126,565

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ (1 ,449)
(503)

$

$

17,950
3,954

41,350
17,357
80,611 $

3,854
3,622

(3,158)
(1 ,420)
2,898 $

21 ,804
7,576

38,193
15,937
83,509 $ (1 ,952) $

20,355
7,072

38,193
15,937
81,557

27
28

Total Operating Expenses
Operating Income

$
$

942,787
104,677

$
$

(42,755)
41,681

$
$

900,032
146,358

$
$

(1 ,952)
(5,272)

$
$

898,080
141,086

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
WAR-8, Columns (B) Thru (I)
Column (A) + Column (B)
WAR-1
Column (C) + Column (D)



I

U)
m
N
M

co
3 .
-r
m

P G 7
LD
go
'.o_
co
N

4 (D :fa r- Cr:
a f*- U) in o

. o: LD
1- r- ® LC ¢"l
(NI F )  -  8

of_Lr>f"*
6.

~=r` Ni
1 *  N
o
F 1-
89 in

N l- G) (\ r
n ef: o |"- re mN ® 10 1- r- LD

1- Q
¢")
Q

G  a
LE on
a: M
to (D

W
Q.

ID cf: r- cf:

9ov-
Q83<
'lm<

1-
sue w

mo<omm§mo3r-¢*>a:a.Ln
W A

1 " ' l\¢D
an

r '

UP 99

N do
m ID
Q m
Q £0
o 4Q) t-

ea

ca1-

ECO*

8>. \"
0084)
133
884
3mg
ELM I I I I I I I I I I I I I l I I I I

we N m
LD N |"-
m to I I 4
m  n r--

ID 10
|*- l"-
w w
r- rup

828>c o><--'§o<__z|-
D
<1 cm v i an vb ea Io 0% so

I I I I I I I I I I I

|"- r-
(D (D
OJ cm

4'\l- r-<o £001 m
1-1---»

°'*uJw182
3*-mg

e " U5 Er sow aw 04 in an fn fn

s | | I | | I I I I l

r r"m cmLD m| | v- | 1-
-.. -.

Ia go
m ID
1- |-
n  m

°0>-
QP-

*___Z 8
E8-81:£41 av saw 69 U9 av fa 64 4.4

r- 8

,8 s 9I |- O UJ- § u.l a
-a M ><
a 8 LIJ
< Q

l I I I I

»-
1-

8.8
I I I l l

1- r
war we
in (D
m an*no

as an an an av ve <0 an

I I I I I I I I I
Wm
w e222

01-11.U-§,§=D Lu
< _ - an 4 0 9 ea en 09

.08
; U )

893u-»- E
883<:>

p
N on Q
N 1

F
n mr-

'=L1--.v

4*
mto.

|  9
1 -

.

I I I I | I I I I I
ml| D
1-

cJ ¢"1 n
'E 'E "5
1- ¢*l ¢"}
6 at 6
m m 01
N  N Ru
D. D. 4 3  y ft gr) Q

D. 49 09 casa 89 so ea as co 89

q>0?q>
533go; 8888833333

I I I I I I I I I I I I I I I I I I I I | | I

_o 2  2
D U D• 0 as
. :  . :  zD  u  D
U) U) U)

V)P-
z

sly'152
m3 :"»-Qin< : 1

" B20 4
on
58
'-"nEmu

=mu.
V)<

Q 1 - L  O

n-
1-
ID

m
N~_

an IO
c'J m
m of
N  N

Cr
o z

ggi
m`..<3

Dux
<go

m o
.g .E .E .E .E .E .§ .E .E .E

v i an 49 v» an as in an

3888
88885go; 33333

co

Ont
3 8

>-
; . _< m
=»'i'ED
w

I I 1 I I | I I I I

.!4m IDiv Nn I | I I I O r- r--'-1 I I I 1 ¢ r

LD 10
N  N
|- r-.6.-.8,-.Z>¢z

§ Lu
00 10 was as ea v i an as an

i I I I I I I I l I I

o  8N mlI 'Q "
1- 1-

chit:www
><<N

0 ./2Z .11.u
O8§m

->>-u1a<(D.
Er as wen so in an 49 fn an

.'.....

I I I I I I I | | I
»- F1- 1"el nIm O)
m on*Ni

I

1- 1-
¢"l MI
m ca
m  q

==a'o <(
I - uLu

Umm
,-.ZQz
M;- mul
-E-=UL-)...J><

a LU

< as as was ea - 99 s» was

cmmI cy
n

inoN
o 3 D 1. 1-\D nn If 1-fa fa "i F 'fa
r--n 1* r- 91- W 1" 93

m a r - c n ~4
m m o |"-  3 9
N  m in 1-

~°'=:
Q

|"- as
. R a

8_

UP FL
no to
m ~=r_

¢c 3
. :

an an

¢c»'¢">l:»¢or"1a:>¢£c»
vs n - h a v¢c»¢"»¢~'>¢°11-etch\ n m r - r 1 w e1 - p ('\f"*

3
8 r~i

go

r-r-mr-r-rs
M y

58'i_la -Eu.
QV)
Q (

1-
vo

F'
so et; i s

1-

as an ea ah

I

3%_

'§§§l§
3828
$5§58 "E"&9' 8 "£18888 g

.8 =§%3.*»w=,§ .§»-_,
8228838858
8835883888

I I I I

w•
urn
I:
IJ2

Q
| -
8
as
o
U)Lu
a

m
3

0  :  3
D GJ j
E 3 -=U

00 in:

in

c

w
3 m 8
c q) 5

" 8m
a l a3 g as i i  0a>-  Q -  :

5̀ ='11L1 8  8
a N 8 2
3 3

6
O
(\1

9
8

> o é m

gc?-<2
8288

q OOwU.)0 8
* 'u2§m
(0 ' U

s kg
8 .§§..
4 =: -°

4 " E
3:§§§8§

:> o

8 83
3=

885
= § § ° L L ..

EDI..| .. c Q C
ea LLJ .- -

3 3 9 4 " E ( UM

§cL(.'J 0 4 3 9 °5E: ¢.>8" '
W :

o~»a~,_3E=

n
.3
C
o
9
g
r:

3
06

0
:s
no

v *  >
8  a n
8  n o

UPc u  :
3  4 -
D  E
m  U
-  Q .

2  o
' a
o

| -

i=§§§§§§€§§4l§
840 D. 5l-ou; 8

c
. 2
.E
u
8
CL
ea

D

88
3 9  . .

§s§§§§
|- E

enupU)cGJD.
Q . . .
. m e
5 , 8
' l g
so
1 1 8Qzc l

sQQQ.
} -

C
Lu3°~Zn:

868
O X

.~_g*"w
L- ax404-

Lu .
z oHZ 1- N ¢"' we m co r-oo 95cm--r~l¢">wr\0¢or-cxrrcncb-1-1-v'v~1*11-1~r- p'N N m we LD co

N  N  N  N  N
|- ea
N  N



Arizona Water Company
Docket No. W-01445A.08-0440
Test Year Ended December 31, 2007

LINE
no.

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

Total OT Hours for 2005 - 2008
Divided bye Years

OT Hours in Test Year

Normalized Level of OT Hours/Yr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Pinewood System
Schedule WAR-9

Page 1 of 3

19,687.8

28,132.5

8,444.8

35.85

15,008.5
18,080.0
28,132.5
17,530.0

78,751 .0
4

302,744

RUCO Adjustment [=» (6,96ll)l

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31. 2007

Pinewood System
Schedule wAR-9

Page 2 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

2.95%

8.931

1
2
3
4
5
6
7
8
9
10
11

$

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator Bv Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment [u>

15.90%

('l,4ZU)l

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
NO.

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Payroll 401(K) Expense Allocator by Group

RUCO Allocated Payroll by District

Pavroll 401(K) Expense Allocator Bv Group:

Pavroll 401 (K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Pinewood System
Schedule WAR-9

Page 3 of 3

302,744

2.95%

8,931

1

RUCO payroll 401 (K) Expense Adjustment lm uzo l l

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%

8



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY

(B)

RUCO
ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

System

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal

Western Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal

$

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

$

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

LINE
NO.

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

505
452
381
162
71

1,551

Total Company $ 6,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A):
COLUMN (B):
COLUMN (C):

COMPANYWORKPAPER "GROUP INSURANCE"TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 0.0038

$ 302,744

COMPANY WORKPAPER -"GROUP INSURANCE"TAB LTD

COMPANY WORKPAPER -"GROUP INSURANCE)

LINE 1 X LINE 2

4 Y/E Number of Customers

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

$

$

$

5 Pro Forma 2007 LTD -Spread

11 ,095,569

39,944

83,825

38,854

6,201

$

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,1116 Increase/(Decrease)

COMPANY WORKPAPER ."GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER ."GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ 19 $

844
30,517
69,342

1 ,033,216
95

39,970
391 ,074

32,340

1,143
22,995

192
722

6,663
37,815

326
19,097
6,932
2,339

AC COU N T

no .
301
302
303

310. 1
3108
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

7,676
25,239
18,146

333,128
2,112,563

16,323
802,415
152,356
128,531

2,858
16,396
38,821

128,533
1,165

21,238
117

4,515
22,050

213

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

410

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop 8. Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

8,573
58

850
6

301
1,471

7

s 5,397,362 s 142,240

AMORTIZATION OF CONTRIBUTIONS (783,751) 2.00%
Rounding

TOTALDEPRECIATIONEXPENSE $

(15,675)

126,565

Company As Filed
Difference $

$RUCO Adjustment (See WAR-8, Column (B))

132,206
(5,641 )

(5,641)

LINE

no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
48
44
45
46
47
48
49
50
51
52

District :3-Factor Allocator Bv
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.5B%
1 .68%
2.28%
0.22%
4.98%
26.55%
0.27%

white Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimroek

2.37%
0.81 %
5.27%
620%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

NO.

9
10
11

13
14

12

7
8

6

1
2
3

4
5

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Tax Liability:

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Calculation Of The Company's Full Cash Value:

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Two Times Three Year Average Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. WAR-7, Col (c), Lm 8
Sch. WAR-7, Col (c). Lm 8
Sch. WAR-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6,8& 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5X 2

$

$

$

$

1 ,046,390
1 ,046,390
1 ,039,166
3,131 ,945
1 ,043,982

(A)

74,403

Pinewood System
Schedule WAR-12

Page 1 of 1

$

$

$

$

2,059,998

2,087,964

(B)

(35,406)

7,440

$ .»<i6é,566

1 5
1 8

1 7

Company Workpapers
CompanyWorkpapers

Line 15 + Line 16

8.24%
0.00%
8.24%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 38,192

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 38,192

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 41,350

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (3,158)

21 RUCO Adjustment (See WAR-8, Column (C)) Line 20 $ (3,158)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Pinewood System
Schedule WAR-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. g

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 2.95%

3 Pinewood System (Line 1 x Line 2) $ 8,850

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 2,950

6 s 4,917

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (1,967)

8 RUCO Adjustment (Line 7) (See WAR-8, Column (E)) $ (1 ,967)

3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company

Docket No. W-01445A-08-0440

Test Year Ended December 31, 2007

Pinewood System

Schedule WAR-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAxEs:

1 Sch. WAR-7, Column (C), L28 + L22 + L23 $ 175,737

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

7,576

67,014

101,147

5

G

Federal Tax Rate

Federal Income Tax Expense

Sch. WAR-1, Pg 2, Col. (D). L34
Line 4 X line 5 $

21 .56%
21 ,804

STATE INCOME TAXES:

7 Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income

Line 1 $ 175,737

8

9

Note (A) Line 21
Line 7 - Line 8 $

67,014

108,723

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 7,576

12

13

14

TOTAL INCOME TAX EXPENSE:

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

21,804

7,576

29,379

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 17,950

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) 3,954

17 RUCO Federal Income Tax Adjustment Line 12 . Line 15 3,854

18 RUCO State Income Tax Adjustment Line 13 - Line 16 3,622

19

20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. WAR-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. WAR-16 Col. (F), LI)
Interest Expense (L18 X L19) $

1,806,850

3.71 %
67,014

s
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Test Year Ended December 31, 2007

Pinewood System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I





ARIZONA WATER COMPNAY

W-01445A-08-0440

Rim rock System



Arizona Water Company
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Rim rock System

TABLE OF CONTENTS TO WAR SCHEDULES

SCH.
no.

PAGE
no . TITLE

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

wAR-e

WAR-7

WAR-8

WAR-9

WAR-9

WAR-9

wAR-10

WAR-11

WAR-12

WAR-13

WAR-14

WAR-15

WAR-1 1 & 2

WAR-2 1 RATE BASE

WAR-3 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

WAR-4 DIRECT PLANT 1 TO 7 RATE BASE ADJUSTMENT no. 1 - PLANT s. ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-4 PHOENIX OFFICE 1 TO 5 RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-4 METER SHOP 1 TO 5 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

WAR-5 1 RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

TESTIMONY RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 - WORKING CAPITAL AND LEAD/LAG STUDY1 & 2

1 OPERATING INCOME

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2- PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #

3 OF 3 OPERATING INCOME ADJUSTMENT no. 3- 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

1 OPERATING INCOME ADJUSTMENT no. 6- INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7- TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. 9- RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 14 - INCOME TAX EXPENSE

1 COST OF CAPITAL



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-1

Page 1 of 1

REVENUE REQUIREMENT

LINE
n o. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

$

$

I $

$

$

$ 2,293,279

$ (73,924)

-3.22%

179,068

7.81 %

252,992

1 .4482

366,377 I

501,512

873,888

72.19%

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

$2,338,005

$ (75,247)

-3.22%

$ 229,458

9.81%

$ 304,705

1.6286

$ 496,253

$ 507,981

$1,004,234

97.69%

$ (222,992)

$ 273,068

$ 780,936

53.77%

12.40%

$

$

$

Adjusted Original Cost/Fair Value Rate Base

Adjusted Operating Income (Loss)

Current Rate of Return (L2 / L1 )

Required Operating Income (L5 X L1 )

Required Rate of Return on Fair Value Rate Base

Operating Income Deficiency (L4 - L2)

Gross Revenue Conversion Factor (WAR-1, Page 2)

Required increase in Gross Revenue Requirement (L7 X LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (L8 + LE)

Required Percentage Increase in Revenue (L8 / LE)

Consolidated Revenue Adjustment (Sedona/Pinewood/Rimrock)

Required increase in Gross Revenue Under Company Proposed Consolidation

Required Revenue Under Company Proposed Consolidation

Required Percentage Increase in Revenue Under Company Proposed Consolidation

Rate of Return on Common Equity 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule WAR-2, WAR-7, and WAR-13

l I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 -LE)
Revenue Conversion Factor(L1 /LE)

1 .0000
0.3095
0.6905

5
6
7
8
9
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
25.7756%
23.9795%
30.9475%

11
12
13

$ 179,068
(73,924)

Required Operating Income (Sch. WAR-1, Pg 1, C (B). L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. WAR-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 252,992

14
15
16

Income Taxes On Recommended Revenue (Col. (D), L31) 42,134
Income Taxes On Test Year Revenue (Col. (D), L32) (71 ,251)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

113,384

366.377

L23)

RUCO
Recommended
$ 873,888

652,687
85,056

136,146
6.9680%

$

$ 9,487

18
19
20
21
22
23
24
25
26
27
28
29
30
31

$
$
$
$
$
$

126,659
7,500
6,250
8,500

10,397

CALCULATION OF INCOME TAX
Revenue (Sch. wAR-1, Pg 1, Col. (B). L12)

Operating Expense Excluding Income Tax (WAR-7, Col. (E), L27 - L22
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

32,647
42,134

32
33

Test Year Combined Income Tax, RUCO as Adjusted (WAR-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See WAR-6, Col. (D), L23)

$
$

(71,251)
113,384

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 25.78%

35
36
37

$ 2,293,279
3.71%

85,056

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. WAR-16, Col. (F), L1)
Synchronized Interest (L35 X L36) $



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Rim rock System
Schedule WAR-2

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

(62,097)

$

401
597,457
419,745
372,768

3,355,961
196,495

4,942,827 $
(1,777)

(63,874) $

401
535,360
419,745
372,768

3,355,961
194,719

4,878,954

8
g

Accumulated Depreciation
Net Utility Plant In Service (Sum L1 & L2)

(1,104,418)
3,838,409

60,858
(3,015)

(1 ,043,560)
3,835,394

10 Advances In Aid Of Const. (1,080,835) (1,080,835)

11
12
13

Contribution In Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE)

(260.411 )
69,153

(191 ,258)

(260,411)
69,153

(191,258)

14 Deferred Income Tax (283,642)

55,331

(283,642)

13,62015

16

Allowance for Working Capital

Net Regulatory Asset / (Liability)

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$

$

$

$

$

$

$

$
$ 2,338,005

$

$

$

$

$

$

$

$
$

$

$

$

$

$

(41,710) $

$

- s
(44,726) $ 2,293,279

References:
Column (A): Company Schedule B-1
Column (B): Schedule WAR-3
Column (C): Column (A) + Column (B)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Rimrock System
Schedule WAR-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(A)
COMPANY
ADJUSTED
TY PLANT

$ 10

(B) (C) (D)

POST TY
ADDITIONS
$

REMOVE
PTY PLANT
$

392
14,201
13,011

570,245
1 ,644
4,833

413,468

36,630
336,136

3,431
206,750

2,296,620
31,516

694,652
71 ,768
51,223

ACCT
no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

48,698
19,476
66,256

835
14,785

296
8,901

36,518
729

120,057

3-FACTOR
ALLOCATOR

1.48%
1 .48%
1 .48%
1 .48%
1 .48%
1.48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1.48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%
1 .48%

1 ,777

TOTAL PTY WATER PLANT
2

4,942,827
4,942,827

$ 120,057
120,057

$ 1,777
1,777Company As Filed

Difference

$
$
$ $ $

LINE
no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment

(1 ,777)l

59 |

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment

$ 29,652
(12,058)

$ (41,710)

Company Schedule B-5, PG, 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

4
5
6

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment

$ 10,117
10,117

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
9

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment

$

$ 7,613
7,613

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$

$ 7,949
7,949

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See WAR-2, Column (K»

$

$ (41,710) Sum of Lines 3, 6,9 & 12



Arizona Water Company
Docket No, W-014-45A-08-0440
Test Year Ended December 31, 2007

LINE
NO.

20

22

21

24

25

27

23

28

26

16

17
18

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

19

Expense Lag Days Used in the Last Western Group Rate Case.

...RUCO reviewed several invoices from a number of companies with terms of net 30 days.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property 8. Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Expense Lag

RUCO Adjusted Expenses

Company As Filed

Revenue Lag

Cash Working Capital

N et Lag

Subtotal

Total

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 - CONT'D
LEADILAG DAY SUMMARY

Line 19 X Line 20/365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E)/ (C)

Line 18 - Line 17

Line 21 - Line 22

Col. (c), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

881,132

651,674

229,458

2,079
4,4z1
2,210

33,272
286,170
73,535
15,199
9,941

238
27,191
8,415

10,982

86,714
142,744

43,401
133,621

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$

(202,666)

(1,658)
(142,744)

(144,402)

(B)

678,466

(12,058)

(41,710)

(41,710)

(58,264)

(16)
(2,467)

(40,888)
(6,712)

(712)

29,652

(2,623)

(4,481 )

31.15

37.64

(6.49)

(354)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

678,466

593,410

2,079
4,421
2,210

33,256
283,703
32,647
9,487
9,229

238
24,568
8,415

10,618

43,401
129,140

85,056

85,056

(LEAD)/LAG
DAYS

(D)

20.43
(45.27)
(46.50)
. (8.92)

37.00
37.00
14.00
83.10

212.00
(98.83)
34.72

91.25

14.00

Rimrock System
Schedule WAR-6

Page 2 of 2

$ 25,535,498

$

$

$

DOLLAR
DAYS

17,774,170

7,761,327

7,761,327

42,467
(200,139)
(102,765)
(296,640)

8,511,075
1,207,946

351,007
129,201
19,778

5,208,319
(831,654)
368,647

1558,964
1 ,807,965

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule WAR-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-7

Page 1 of 1

OPERATING INCOME

LINE
NO. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUC()

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROWD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 471,523
17,845

$ (435)
(14)

$ 471,087
17,831

$ 337,175
17,593

$ 808,263
35,424

$

51
10,101

499,521 $
(19)

(469) $

51
10,082

499,051 $

199
11,103

365,071 $

250
21,185

865,122

7
8

Miscellaneous
Total Operating Revenues

$
$

8,461
507,981

$
$ (469)

$
$

8,461
507,512

$
$

306
386,375

$
$

8,766
873,888

$ $ $ $ $
1,425 1 ,425 1 ,425

9
10
11
12
13
14
15
16
17
18
19
20

43,401 43,401 43,401

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

24,368
201,774
73,189
61,306

537
118,572
524,571 $

(25,668)
(25,668) $

24,368
201 ,774
73,189
61,306

537
92,905

498,904 $ $

24,368
201 ,774
73,189
61,306

537
92,905

498,904

21 Depreciation & Amortization Expenses $ 124,861 $ (3,352) $ 121,508 $ $ 121,508

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 87,855
25,529

$

$

(83,435)
(18,380)
27,191
8,420

(66,204) $

28,226
2,337
(2,623)

(712)
27,228 $

(55,208)
(16,042)
24,567
7,707

(38,976) $ 113,384 $

32,547
9,487

24,567
7,707

74,408

27
28

Total Operating Expenses
Operating Income

$
$

583,228
(75,247)

$
$

(1,792)
1,323

$
$

581,436
(73,924)

$
$

113,384
252,992

$
$

694,820
179,068

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
WAR-8, Columns (B) Thru (I)
Column (A) + Column (B)
WAR-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-9

Page 1 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

15,008.5
18,080.0
28,132.5
17,530.0

Total OT Hours for 2005 - 2008
Divided bye Years

78,751.0
4

See NOTE

$

19,687.8

28,132.5

8,444.8

35.85

302,744

Normalized Level of OT Hours nr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Adjustment lu £4,46

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .88%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31. 2007

Rim rock System
Schedule WAR-9

Page 2 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

1 .48%

4.481$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Payroll Tax Expense Allocator By Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO Payroll Tax Expense Adjustment l¢

15.96%

(/14l

Payroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Pavroll 401(K) Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401 (K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

(A)
PER

RUCO DR 1.11.d

Rimrock System
Schedule WAR-9

Page 3 of 3

302,744

48%

$ 4,481

~8812%*

1
2
3
4
5
6
7
8
9

1 0
11
1 2
13
14
15
1 6
1 7
18
1 9
2 0
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
32
33
3 4
3 5
36
3 7
3 8
39
4 0
4 1

RUCO Allocated Payroll by District

Pavroll 401(K) Expense Allocator By GrouD:

RUCO Payroll 401(K) Expense Allocator by Group

RUCO Payroll 401(K) Expense Adjustment lu léD4)l

Payroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal

Wester Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal

$

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2 )
(378)

1 ,718

$

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A); COMPANY WORKPAPER "GROUP INSURANCE" TABLTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (C): COMPANY WORKPAPER "GROUP INSURANCE" TABLTD

NOTESI

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

a Pm Forma LTD - Total Company $

4 Y/E Number of Customers $

5 Pro Forma 2007 LTD - Spread $

6 Increase l (Decrease) $

0.0086

11 ,095,569

39,944

83,825

38,854

6,201

$ 302,744

$ 0.0036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ s,111

REFERENCE

COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER . "GROUP INSURANCE)

LINE 1 x LINE 2

COMPANY WORKPAPER _ "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER _ "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule wAR-11

Page 1 of 1

EXPLANATlON OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION
EXPENSE

s 10 $

392
14,201
13,011

13

508,148
1,e44
4,sss

413,468

15,905

133
24,312

916
9,613

36,630
336,136

3,431
206,750

2,296,620
31,515

694,652
71,788
51,223

4,135
41,109

630
16,533
3,265

932

(B)
COMPANy

PROPOSED
DEP. RATES

0.00%
See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
333%

1,217

ACCOUNT
no.
301
302
303

310.1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

4,a01
42

591
15

594
2,436

24

Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
wells . Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps

Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop a. Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE $

48,698
19,475
54,480

B35
14,785

295
8,901

36,518
729

3
4,878,954 $ 125,717

AMORTIZATION OFCONTRIBUTIONS
Rounding

(260,411) 2.00%

TOTAL DEPRECIATION EXPENSE $

(5,208)

121,509

Company As Files
Difference s

124,861
(3,352)

(3,352)RUCO Adjustment (See WAR-8, Column (B)) s

LINE
no.

1
2
3
4
5
e
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
4G
47
48
49
50
51
52
53
54

3-Factor Allocator av District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
158%
2.28%
0.22%
4.98%
26.55%
0.27%

white Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

12

g
10
11

13
14

7

8

1
2
3
4
5

6

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Net Book Value Of Transportation Equipment

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP

Calculation Of The Company's Tax Liability:

Calculation Of The Company's Full Cash Value:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

10% OfCWlP

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. WAR-7, Col (C), Ln 8
Sch. WAR-7, Col (0). Ln 8
Sch. WAR-7, Col (E), Lh 8

Sum Of Lines 1, 2 &3
Line 4/ 3

Sum Of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

Line 5X 2

$

$

$

$

507,512
507,512
873,888

1 ,888,912
629,637

(A)

1 ,857

Rim  rock Sys tem

Sc h e d u l e  W AR - 1 2

P a g e 1 of  1

$

$

$

$

1,243,611

1 ,259,275

(B)

(15,849)

186

Assessed Value
House Bill 2779

Line 12 X Line 13 s 279,813

15
16

17

Company Workpapers
Company Workpapers

Line 15 + Line 16

8.78%
0.00%
8.78%

Property Tax Rates:

Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 24,568

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 24,568

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 27,191

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (2,623)

21 RUCO Adjustment (See WAR-8, Column (C)) Line 20 $ (2,623)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Rimrock System
Schedule WAR-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 1.48%

3 Rim rock System (Line 1 X Line 2) $ 4,440

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 /3 Years) $ 1,480

6

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$

2,467

(987)

8 RUCO Adjustment (Line 7) (See WAR-8, Column (E)) $ (987)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
28.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%
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Rimrock System

Schedule WAR-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10
INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAxEs-

1 Sch. WAR-7, Column (c), L28 + L22 +L23 $ (145,175)

2

3

4

Operating Income Before Taxes
LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

(16,042)
85,056

(214,188)

5

6

Federal Tax Rate

Federal Income Tax Expense

Sch. WAR-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

25_78%

(55,208)

STATE INCOME TAXES:

7 Line 1 $ (145,175)

8

9

Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income
Note (A) Line 21

Line 7 - Line 8 $

85,056

(230,230)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (16,042)

12

13

14

TOTAL INCOME TAX EXPENSE:

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

(55,208)
(16,042)
(71 ,251 )

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (83,435)

16 Total State income Tax Expense Per Company (Per Company Sch. C-1, L31 ) (18,380)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 Is

I

28,226

18 RUCO State Income Tax Adjustment Line 13 - Line 16 $ 2,337

19

20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. WAR-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. WAR-16 Col.(F),LI)
Interest Expense (L18 X L19) $

2,293,279

3.71%
85,056

I
I
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Rimrock System
Schedule TJC-15

Page 1 of 1

COST oF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR
AMOUNT

CAPITAL
RATIO

COST

RATE

(D)
WElGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization

72,744,646

$ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

l
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1

2

3

4
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1 INTRODUCTION

2

3

4

5

Please state your name, position, employer and address.

My Name is Timothy J. Coley. I am a Public Utilities Analyst V employed

by the Residential Utility Consumer Office ("RUCO") located at 1110 W.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

10

11

Please state your educational background and qualifications in the utility

regulation field.

Appendix 1, which is attached to this testimony, describes my educational

background and includes a list of the rate cases and regulatory matters in

which l have participated.

12

13

14

15

16

17

18

19

20

Please state the purpose of your testimony.

The purpose of my testimony is to present RUCO's recommendations

regarding Arizona Water Company's ("AWC" or "Company") application for

a determination of the current fair value of its utility plant and property and

for a permanent increase in its rates and charges based thereon for utility

service. The test year utilized by the Company in connection with the

preparation of this application is the 12-month period that ended

December 31, 2007.

21

22

23

A.

A.

A.

Q.

Q.

Q.

1
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1 BACKGROUND

2

3

4

5

6

7

8

9

Please describe your work effort on this project.

I obtained and reviewed data and performed analytical procedures

necessary to understand the Company's filing as it relates to operating

income, rate base, and the Company's overall revenue requirement. My

recommendations are based on these analyses. Procedures performed

include the in-house formulation and analysis of several sets of data

requests, the review and analysis of the Company's responses to

Commission Staff data requests, and review of prior ACC dockets related

10 to AWC u

11
1

12

13

The Company's filing consists of an application for increases in rates and

charges for the following seventeen systems classified in three Groups:

14

15 Eastern Group Western Group Northern Group

16 Casa Grande Lakeside

17

Superstition

Bisbee Stanfield Overgaard

18 Sierra Vista White Tank Sedona

19 San Manuel Pinewood

20 Oracle

Ajo

Coolidge Rim rock

21 Winkleman

22 Miami

23

A.

Q.

2
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1

2

3

RUCO's participation in this proceeding is the cumulative effort of three

RUCO witnesses, myself (Timothy J. Coley), William A. Rigsby, and

Rodney L. Moore. For the review and analysis procedures, specific

4 systems were assigned to Mr. Rigsby and myself. Mr. Moore was

5

6

7

8

9

responsible for the rate design of all the systems. I was assigned the

Eastern and Western Groups' systems while Mr. Rigsby analyzed the

Northern Group systems. However, to avoid confusion and duplication,

the testimony filed by RUCO in support of its analysis was allocated

among the analysts by ratemaking elements.

10

11

12

13

14 Moreover, each witness will address the

15

Please explain how these ratemaking elements were allocated?

l will address issues related to the rate base. Mr. Rigsby will address

issues related to operating income. Mr. Rigsby will also provide an

analysis of the cost of capital.

appropriate revenue requirement for the systems analyzed.

16

17

18

19

20

RUCO analyzed each system on a stand-alone basis. The Company

proposes a partial consolidation for some systems. RUC() reserves the

right to amend its testimony in surrebuttal based upon rate design and

engineering reports, which are to be filed on June 26, 2009.

21

22

23

Mr. Moore will file rate design schedules and Mr. Rigsby will address

RUCO's rate design in his testimony to be filed June 26, 2009.

A.

Q.

3
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1 Will Mr. Rigsby, Mr. Moore or you offer direct testimony on rate

consolidation at this time?2

3

4

5

6

No. RUCO reserves the right to file testimony on rate consolidation during

the surrebuttal phase of the proceeding upon review of rate design and

engineering reports to be filed June 26, 2009. RUCO Director Jodi Jericho

will file testimony on RUCO's position regarding the issue of rate

7 consolidation at that time. Mr. Rigsby, Mr. Moore and I will present

8

9

updated ratemaking and rate design schedules that reflect RUCO's

position regarding rate consolidation at that time also. The ratemaking

10

11

12

13

14

schedules sponsored by Mr. Rigsby and I during the direct testimony

phase of the proceeding will present the effects of RUCO's recommended

levels of rate base, operating revenue and operating expenses on a stand-

alone basis for each of the seventeen systems included in AWC's filing.

Mr. Moore's direct testimony on rate design will also reflect rates on a

15 stand-alone basis also.

16

17

18

19

Please identify the exhibits you are sponsoring.

I am sponsoring schedules for the Eastern and Western Groups' systems

numbered TJC-1 through TJC-15.

20

21

22

23

A.

A.

Q.

Q.

4
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1 SUMMARY OF ADJUSTMENTS

2

3

Please summarize the adjustments to the rate base in your testimony.

My testimony addresses the following issues:

4 Rate Base

5

6

7

8

RUCO is in substantial agreement with several of the Company's pro~

forma adjustments. Nevertheless, RUCO reserves the right to alter its

position if additional evidence is produced in this case, which warrants

RUCO's reconsideration of its position. RUCO did not make any direct

9

10

adjustments to the Company's pro-forma rate base adjustments unless

otherwise noted and identified as:

11

12 JMR-1 - Post Test Year Plant Additions

13

14

JMR-2 - Net Regulatory Liability

JMR-3 - Net Regulatory Asset

15

16

17

However, through the analytic process, RUCO did make prudent revisions

to the Company's filing. In summary, RUCO rate base adjustments are

18 identified as:

19

20 RUCO Rate Base Adjustment #1 - Plant and Accumulated Depreciation

21

22

23

This adjustment reflects RUCO's recommended Utility plant in Service

("UPlS") and Accumulated Depreciation balances since the last rate case

for each Group. l started with the last Commission approved balance and

A.

Q.

5
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1

2

reconstructed all plant additions, retirements, and adjustments at the

approved depreciation rates.

3

4 RUCO Rate Base Adjustment #2 - Remove Post Test Year Phoenix

5

6

Office Plant Additions - This adjustment reverses the Company's portion

of the Phoenix Office adjustment in JMR-6 related to post test year plant

7 additions.

8

9

10

11

12

13

RUCO Rate'Base Adjustment #3 - Remove Plant Held for Future Use

("PHFFU") and Record Retirements not Included in the Rate Application-

This is a conforming adjustment to remove PHFFU and to record certain

retirements identified by the Company in its response to Commission Staff

data request BKB 11.16.

14

15

16

RUCO Rate Base Adjustment #4 - Remove Other Post Test Year Plant

Additions Not Related to Federal or State Mandated Laws - This

17

18

adjustment removes any post test year plant not related to arsenic or

nitrate removal that was included in the Company's rate application.

19

20 RUCO Rate Base Adjustment #5 - Remove Post Test Year HWY 179

i t Improvement This adjustment removes 35 percent of the costs

22 associated with a post test year improvement project that involved the

6
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1 replacement of transmission mains for an Arizona Department of

2 Transportation ("ADOT") highway project in Sedona.

3

4 This adjustment

5

RUCO Rate Base Adjustment #6 - Working Capital

reduces the cash working capital element of the working capital allowance

6 requested by the Company.

7

8 REVENUE REQUIREMENTS

9 Please summarize the results of RUCO's analysis of the Company's filing

10 and state RUCO's recommended revenue requirement.

11 Mr. Rigsby summarizes RUCO's revenue requirements in his testimony.

The details are shown on Schedules TJC-1 and WAR-1 .12

13

14 RATE BASE ADJUSTMENTS

15 Rate Base Summary

16 Is RUCO recommending any changes to the Company's proposed rate

17 base?

18 Yes.

19

20

21

RUCO analyzed the Company's rate base adjustments to its

historical test-year elements of rate base and made adjustments to the

rate base as filed by the Company. The cumulative review, analysis and

adjustments made by RUCO are explained on the succeeding pages.

22

23

A.

A.

Q.

Q.

7
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1 Utility Plant in Service ("UPlS") and

2

RUCO Rate Base Adjustment #1

Accumulated Depreciation

3 Please explain RUCO's adjustment to the Company's UPIS and

4

5

6

7 office and meter shop.

accumulated depreciation balances.

This adjustment is common for all systems filed in this case. Each system

is comprised of its direct plant and an allocation of the Company's Phoenix

RUCO reconstructed the UPlS additions,

8 adjustments, and retirements since the last rate case to determine the

9

10

proper plant and accumulated depreciation balances for the test year in

this case.

11

12

13

Does RUCO accept the Company's balances of Utility Plant In Service

("UPIS") and accumulated depreciation for a starting point?

Yes.14

15

16

17

18

19

20

21

22

A.

A.

Q.

Q.

8
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1 Did RUCO make any adjustments to UPIS or accumulated depreciation

2 adjustments to the systems?

3 A. Yes. RUCO made adjustments to the UPIS and accumulated depreciation

4 balances for each system as follows:

Eastern Group

(Increase)/Decrease

Accumulated Depreciation

Superstition

Bisbee

Sierra Vista

San Manuel

Oracle

Winkelman

Miami

Increase/(Decrease)

UPIS

$ 6,282

$ 6,328

$ 0

$ 2,058

$ 0

$ 0

$ 0

($ 22,612)
($ 10,913)

$ 6,701
$ 33,929
($ 1,038)
$ 3,162

$ 25,492

Western Group

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

2 1

2 2

2 3

24

2 5

2 6

2 7

2 8

2 9

Casa Grande

Stanfield

white Tank

Ago

Coolidge

Increase/(Decrease)

UPIS

($ 822,694)

$ 0

$ 0

$ 0

$ 0

(Increase)/Decrease

Accumulated Depreciation

($ 1,579)

(35 9,692)

$ 54

(SB 13)

$ 5,582

Q.

9
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Northern Group1

2

3

4

5

6

7

8

9

Lakeside

Overgaard

Sedona

Pinewood

Rimrock

Increase/(Decrease)

UPIS

$ 0

$ 0

$ 0

$ 0

$ 0

(Increase)/Decrease

Accumulated Depreciation

$ 1,784

$ 629

($ 4,975)

$ 496

$ 487

10 Those adjustments are on Schedule TJC-2 and WAR-2. The supporting

11 detail is on Schedules TJC-3 and WAR-3.

12

13 RUCO Rate Base Adjustment #2 - Remove Post Test Year Phoenix Office

14 Plant

15 Is the Company seeking rate inclusion of post-test-year ("PTY") plant

16 additions?

17

18

19

20

21

Yes. The Company is requesting all Company invested plant be included

in rate base that is revenue neutral, used and useful, and placed in service

prior to filing the rate application. The total PTY plant requested by the

Company equals $6,681 ,894. However, there is some PTY plant that the

Company requested that is not servicing customers yet.

22

23

24

A.

Q.

10



Direct Testimony of Timothy J. Coley
Arizona Water Company
Docket No. W-01445A-08_0440

1

2

3

4

Is it true that RUCO has taken exception in the past to PTY plant additions

to be included in rate base in Commission proceedings?

Yes. RUCO has consistently held that including PTY plant creates a

mismatch of rate base items that strongly favors the stockholders at the

5 detriment of the ratepayers.

6

7

8

Please explain why PTY plant additions are likely to result in unfair and

unreasonable rates.

9

10

11

The problem with allowing PTY plant additions is there is no recognition of

all the other rate base items in the same base year as PTY plant

additions. For example, in this case, when one rate base item that makes

12

13

14

15

16

17

up a substantial amount of rate base is recognized PTY and the other

entire rate base items are based on a historical test-year, severe

mismatches are created to the detriment of the ratepayers. Whereas, a

historical test-year automatically matches all rate base items. The

matching principle is a long-standing principle in regulatory utility

ratemaking, and with good reason. Fair and reasonable rates cannot be

18 determined when mismatches occur. Furthermore, Commission rules

19

20

21

22

23

allow a utility to choose its own test year. If the Company wished, it could

have chosen a 2008 test year instead of 2007. Obviously, the Company

believes its request to raise rates is better promoted through a 2007 test

year. So, to allow cost recovery for new plant in 2007 and 2008 allows the

Company, in effect, two bites at the apple.

A.

A.

Q.

Q.

11
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1 Does RUCO recommend the allowance of any PTY plant that the

2 Company requested in its rate application?

3 Yes. RUCO recommends the inclusion of all PTY arsenic and nitrate

4 removal plant be allowed in rate base. This will eliminate the need for the

5 Arsenic Cost Recovery Mechanism ("ACRM") surcharge that exists in

6 some of the systems.

7

8

9

10

11

12

13

14

Why did RUCO deviate from its general opposition in the inclusion of PTY

plant in the case of arsenic and nitrate removal plant?

RUCO recommends allowance of PTY plant for arsenic and nitrate

removal because these are costs mandated by the government. In 2006,

the federal government lowered the maximum allowable amount of

arsenic in drinking water to 10 parts per billion ("ppb") from 50 ppb. This

resulted in AWC, and several other Arizona water utilities, to construct

15

16

17

18

arsenic removal systems. Furthermore, costs for arsenic removal are

being recovered from ratepayers through the Arsenic Cost Recovery

Mechanism ("ACRM"). Costs recovered for arsenic removal plant in

service will be taken out of the ACRM and moved into base rates in the

19

20

rate proceeding. RUCO sees little or no benefit in retaining cost recovery

of PTY arsenic removal plant in the ACRM instead of base rates.

21

22

23

The government also mandates the amount of nitrates acceptable in

drinking water. In order to comply with the government mandates, the

A.

A.

Q.

Q.

12
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1

2

3

4

Company, as was the case with arsenic, had to build the necessary

treatment plant in aid to its source of supply, RUCO believes that aside

from promoting good public policy, the treatment plant for nitrate should be

included in rate base as the Company is acting in good faith to comply

5 with the legal nitrate standards.

6

7

8

9

What adjustment was necessary to remove the Phoenix Office PTY plant?

The total Company adjustment was $120,057. That amount was allocated

to each system using the 3-Factor Allocator to make the adjustment as

10 follows:

Eastern Group

Superstition

Sierra Vista

Oracle

Miami

(S 29,942)
($ 3,097)
(S 2,737)
($ 5,979)

Bisbee

San Manuel

Winkleman

($ 5,979)

($ 2,017)

($ 264)

Western Group

Casa Grande

White Tank

Coolidge

($ 31,875)

($ 2,845)

($ 6,327)

Stanfield

Ago

($ 324)

($ 972)

Northern Group

11

12

13

14

15

16

17

18

1 9

2 0

2 1

2 2

2 3

24

2 5

2 6

Lakeside

Sedona

Rim rock

($ 7,444)

($ 10,145)

($ 1,777)

Overgaard

Pinewood

($ 4,790)

($ 3,542)

A.

Q.

13
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1

2

An accompanying adjustment to decrease accumulated depreciation is

necessary for the following amounts:

Eastern Group

Superstition

Sierra Vista

Oracle

Miami

$999

$103

$  9 1

$199

Bisbee

San Manuel

Winkleman

$199

$  6 7

$ 9

Western Group

Casa Grande

White Tank

Coolidge

$1,063

$ 95

$ 211

Stanfield

Ajo

$11

$32

Northern Group

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

Lakeside

Sedona

Rim rock

$ 248

$ 338

$  5 9

Overgaard

Pinewood

$160

$118

19

20

These adjustments are on Schedule TJC-2 and WAR-2. The supporting

detail is on Schedules TJC-3, WAR-3 and Schedules TJC-5 and WAR-5.

21

22

23

24

25

26

27

14
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1

2

RUCO Rate Base Adjustment #3 - Remove Plant Held for Future Use

("PHFFU") and Record Plant Retirements

3

4

5

6

7

8

9

Please explain RUCO's adjustment to remove PHFFU and to record

certain plant retirements.

This adjustment incorporates the Company's response to Staff data

request BKB 11.16. In the Company's response to that data request,

AWC agreed it failed to properly remove certain PHFFU and to record

certain retirements prior to filing its rate application. This adjustment

accounts for the plant items properly.

10

11

12

13

14

15

16

What adjustments did RUCO make to properly account for the plant items

in question?

RUCO removed the plant items that were held for future use and

accounted for the retirements and removed the necessary accumulated

depreciation amounts related to the retirements and plant items held for

future use for each system as follows:

Eastern Group17

18

19

20

21

22

23

24

25

Increase/(Decrease)

UPIS

Superstition

Bisbee

Sierra Vista

San Manuel

Oracle

Winkelman

($ 877,585)

($ 704)

$ 0

$ 0

$ 0

($ 66,360)

(Increase)/Decrease

Accumulated Depreciation

$ 235,225

S 746

$ 0

$ 0

$ 0

$ 79,635

A.

A.

Q.

Q.

15
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Eastern Group (Continued)

Miami

Increase/(Decrease)

UPIS

($ 279,237)

(Increase)/Decrease

Accumulated Depreciation

$ 76,321

Western Group

Casa Grande

Stanfield

White Tank

Ajo

Coolidge

Increase/(Decrease)

UPIS

($ 896,925)

($ 42,641)

($ 36,008)

$ 0

($ 856,324)

(Increase)/Decrease

Accumulated Depreciation

$ 676,446

$ 17,077

$ 27,491

$ 0

$ 46,188

Northern Group

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Lakeside

Overgaard

Sedona

Pinewood

Rimrock

Increase/(Decrease)

UPIS

($ 313,824)

$ 0

($ 1,392,903)

($ 13,512)

($ 62,097)

(Increase)/Decrease

Accumulated Depreciation

$ 207,265

$ 0

$ 926,106

$ 10,674

$ 60,312

25

These adjustments are on Schedule TJC-2 and WAR-2. The supporting

detail is on Schedules TJC-3, WAR-3.

26

27

28

29

16



Direct Testimony of Timothy J. Coley
Arizona Water Company
Docket No. W-01445A-08-0440

1 RUCO Rate Base Adjustment #4 - Remove Other Post Test Year Plant

2

3

Please explain RUCO's adjustment that removes other post test year plant

from rate base.

4

5

This adjustment removes post test year plant from rate base that is either

not serving current ratepayers or is not federally or state mandated such

6 as arsenic and nitrate removal treatment plant.

7

8 When does RUCO believe that the recognition of post test year plant is

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

appropriate?

Generally, RUCO does not believe that post test year plant should ever be

recognized in a historical test year setting for rate making. Post test year

plant is normally mismatched with the revenues, expenses, and the other

rate base elements of the test year chosen by the Company. If post test

year plant is recognized, RUCO believes the following items should also

be recognized on a post test year basis:

1) Plant Retirements,

2) Plant Adjustments,

3) Accumulated Depreciation,

4) Advances in Aid of Construction,

5) Contributions in Aid of Construction,

6) Deferred Income Taxes,

7) Regulatory Assets and Liabilities,

8) Revenues, and,

A.

A.

Q.

Q.

17



Direct Testimony of Timothy J. Coley
Arizona Water Company
Docket No. W-01445A-08-0440

1 9) Expenses.

2

3

4

5

6

Matching is a fundamental principle of accounting and ratemaking. The

absence of matching distorts the meaning of and reduces the usefulness

of the rate of return and operating income in determining the fairness and

reasonableness of rates established in a rate proceeding.

7

8

9

10

11

12

13

You mentioned earlier that some of the post test plant requested in the

Company's rate application is still not in service today, please identify

some of those plant items that RUCO refers to.

The Carroll Canyon well located in Sedona is currently not in service, a

portion of a waterline relocation project in Sedona is not yet in service, an

electrical panel located in Pinewood is also not in service.

14

15

16

17

18

What adjustments were necessary for RUCO to remove the post test year

plant items identified in RUCO rate base adjustment #4?

The following adjustments were necessary to the Sedona and Pinewood

rate bases for plant items identified in adjustment #4:

Northern Group

19

20

21

22

23

24

25

Sedona

Pinewood

Increase/(Decrease)

UPIS

($ 2,011,576)

($ 40,553)

(Increase)/Decrease

Accumulated Depreciation

$ 21 ,940

$ 1,191

A.

A.

Q.

Q.

18



Direct Testimony of Timothy J. Coley
Arizona Water Company
Docket No. W-01445A-08-0440

1 Those adjustments are shown on Schedules WAR-2 and the supporting

2 details are on Schedules WAR-3.

3

4 RUCO Rate Base Adjustment #5 - Remove Post Test Year HWY 179

5 Improvement

6

7

Please explain your adjustment that removes 35 percent of the costs

associated with a post test year plant project in the Northern Group's

8

g

10

11

12

13

Sedona System.

The adjustment removes 35 percent of the costs associated with a post

test year improvement project that involved the relocation of transmission

mains for an Arizona Department of Transportation ("ADOT") highway

project in Sedona. RUCO's adjustment can be viewed on Schedule WAR-

3, in the direct testimony of RUCO witness William A. Rigsby.

14

15

16

17

Why has RUCO only removed 35 percent of the costs associated with the

project?

RUCO's decision to remove 35 percent of the costs associated with the

18

19

20

project was based on information provided by the Company in response to

an ACC Staff informal data request dated May 13, 2009. The Company

responded that the project is 65 percent complete.

21

A.

A.

Q.

Q.

19



Direct Testimony of Timothy J. Coley
Arizona Water Company
Docket No. W-01445A-08-0440

1

2

What is the effect of RUCO's adjustment on the Company's plant in

service account and associated accumulated depreciation for the Sedona

3

4

5

6

7

System?

RUCO's adjustment reduces the Sedona System's plant in service

account balance by $661,738. RUCO has also made a corresponding

adjustment, which reduces the accumulated depreciation associated with

the HWY 179 project by $5,923.

8

9 Has RUCO also accounted for the removal of 35 percent of the HWY 179

10

11

12

13

project in its pro forma depreciation expense?

Yes. The effect of RUCO's adjustment is accounted for in the level of

depreciation expense that RUCO is recommending for the Sedona

System (Schedule WAR-11).

14

15 RUCO Rate Base Adjustment #6 - Working Capital

16

17

18

19

20

21

22

Please explain the concept of cash working capital.

A company's cash working capital requirement represents the amount of

cash the company must have on hand to cover any differences in the time

period between when revenues are received and expenses must be paid.

The most accurate way to measure the cash working capital requirement

is via a lead/lag study. The lead/lag study measures the actual lead and

lag days attributable to the individual revenues and expenses.

23

A.

A.

A.

Q.

Q.

Q.

20
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Arizona Water Company
Docket No. W-01445A-08-0440

1 Is RUCO proposing a cash working capital requirement adjustment in this

2 case?

3

4 These

5

6

Yes. RUCO proposes cash working capital requirement adjustments that

decrease the working capital requirement for each system.

adjustments are shown on Schedules TJC and WAR-6, page 1, with the

details of the lead/lag studies on Schedules TJC and WAR-6, page 2.

7

8

9

10

Did' AWC file a lead/lag study supporting its requested cash working

capital requirements in this case?

Yes.

11

12

13

14

Did RUCO make any adjustments to the Company's lead/lag study?

Yes. However, RUCO developed and utilized its own lead/lag study in

determining its required cash working capital adjustment.

15

16 Does RUCO agree with the Company's revenue lag days?

17 Yes. The revenue lag days are comparable to RUCO's calculation using

18 customer bills.

19

20

21

22

Does RUCO agree with the Company's expense lag days?

RUCO does not agree with all of the Company's expense lags. However,

RUCO does agree with the majority of the Company's expense lag days.

23

A.

A.

A.

A.

Q.

A.

Q.

Q.

Q.

Q.

21
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1

2

3

Which expense lag days did RUCO differ with?

RUCO adjusted the expense lag days for the expense accounts to the

following days:

4
5

Company
Lag Days

RUCO
Lag Days

6
7
8
9

10

1.
2.
3.

Purchased Power
Purchased Water
Chemicals
Other O & M Expenses

30.87
(0.11)

(18.11)
(9.27)

35.92
Variesl
20.43
30.00

11

12

13

14

15

16

17

18

19

20

How did RUCO determine its lag days for those expenses?

The purchased power expense lag days are the same that was used in

the Company's last rate case for the Western Group. For purchased

water, RUCO analyzed the test year invoices in each system for those

expenses at the Company's office in Phoenix. The same analysis was

done for chemical expense lag days, which are comparable to other

analyses RUCO has performed for other water companies in the past.

Other operating and maintenance expense lag days were calculated at the

Company's Phoenix office. The majority of those invoices indicated terms

of net 30 days for an expense lag.

21

22

23

24

25

1 The number of purchased water lag days is dependent on the system.

A.

4.

A.

Q.

Q.

22
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1

2

What other element of expenses did RUCO adjust in its lead/lag study?

RUCO made some operating expense adjustments that are reflected in

3 In addition, RUCO

4

RUCO's recommended lead/lag expense levels.

removed rate case expense from other operating and maintenance

5 expenses. Rate case expense is a going forward non-cash expense just

6 as depreciation and amortization expense. That  expense i s  a

7 nonrecurring cash expense once the Commission authorizes rates in this

8 case.

9

10 Did RUCO make any adjustments to the operating income elements in the

11 lead/lag study?

12 Yes.

13

14 Please describe the adjustments RUCO made to the operating income

15

16

lead/lag elements.

RUCO's made some rate base adjustments that are reflected in its

17 recommended level of rate base to synchronize interest. RUCO reduced

18 the Company's cost of equity component to zero.

19

20

21

22

23

A.

A.

A.

Q.

Q.

Q.

23
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1

2

3

4

5

6

7

8

9

10

11

Shouldn't the cost of common equity be included in a lead/lag study?

No. In AWC's lead/lag study, the Company treats the common equity as if

AWC compensates stockholders on a daily basis. Normally, the fact is

that compensation is received by stockholders in two forms, i.e., through

quarterly dividend payments, if any, or upon the sale of the stock. If one

were to measure the actual delay in the cash outlay by the utility to

stockholders, one would refer to the quarterly dividend payments that are

being paid and not simply assume a zero lag as the Company has done.

But, because there is no contractual requirement for AWC to pay fixed

quarterly dividends to stockholders, the cost of common equity should not

be included in the cash working capital measurement in the first place.

12

13 What is RUCO's rationale for including the interest expense in the lead/lag

14

15

16

study?

Unlike the quarterly dividend payments, there are contractual

requirements associated with AWC's debt issuances that obligate the

17 Company to make fixed interest payments on certain dates. In this

18

19

20

21

22

respect, debt interest more closely resembles AWC's other cash operating

expenses. Thus, the payment lead for AWC's interest expense should be

separately recognized in the lead/lag calculation as the Commission has

recognized in numerous cases. Typically, long-term debt interest is paid

semi-annually, creating a 91 .25-day expense lead.

23

A.

Q.

A.

Q.

24
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1

2

3

Did the Company utilize the 91.25-day lead in calculating its interest

expense for cash working capital?

Yes.

4

5

6

7

8

What adjustments to cash working capital are necessary when taking all of

RUCO's adjustments to the Company's lead/lag study into consideration?

The following adjustments are necessary when taking all of RUCO's

adjustments to the Company's lead/lag study into consideration:

9

Eastern Group

Superstition

Sierra Vista

Oracle

Miami

($ 535,541)

($ 31,875)

($ 29,950)

($ 66,910)

Bisbee

San Manuel

Winkleman

($ 46,375)
($ 43,131)
($ 3,007)

Western Group

Casa Grande

White Tank

Coolidge

($ 372,867)
($ 95,854)
($ 52,375)

Stanfield

Ajo

($ 13,366)
($ 28,274)

Northern Group

10

11

12

13

14

15

16

17

18

19

2 0

21

22

2 3

24

Lakeside

Sedona

Rimrock

($ 72,041)

(s 223,231)

($ 41,710)

Overgaard

Pinewood

($ 81,957)
($ 30,858)

25

26

27

A.

A.

Q.

Q.

25
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1 OTHER RATE BASE ISSUES

2 Does RUCO have any other rate base issues it would like to address?

3 Yes.

4

5 Please discuss the other rate base issues RUCO would like to address at

6 this time.

7

8

9

10

12

13

14

The Company uses a flat Gross Revenue Conversion Factor ("GRCF")

across all systems. For instance, under RUCO's recommended revenue

requirement, the Winkleman System has an operating income of $30,087,

which is subject to federal and state income tax. The effective federal

income tax rate is 15 percent not the 34 percent rate that the Company

uses to gross up the operating income deficiency. That unfairly penalizes

the ratepayers in Winkleman by overburdening the ratepayers with an

amount of tax they neither incurred nor should legally shoulder.

15

16

17

What impact does the Company's method of calculating the GRCF have

on the Winkleman System?

18 Using a GRCF assuming a 34 percent federal income tax rate as the

19

20 The

21

22

Company does increases the operating income by 30 percent alone.

RUCO recommends the Commission reject such a proposal.

ratepayers of Winkleman and some of the other smaller systems do not

have a 34 percent tax liability but a lower tax liability as the tax brackets

23 indicate.

A.

A.

A.

Q.

Q.

Q.

26
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1 Does your silence on any of the issues, matters or findings addressed in

2 the Company's testimony constitute your acceptance of its positions on

3 such issues, matters or findings?

4 No, it does not.

5

6 Does this conclude your testimony?

7 Yes, it does.A.

A.

Q.

Q.

27





APPENDIX 1

Qualifications of Timothy J. Coley

WORK HISTORY

July 2000 - Present: RESIDENTIAL UTILITY CONSUMER OFFlCE, Phoenix, Arizona
Public Utilities Analyst v. The Residential Utility Consumer Office (RUCO) is a
consumer advocate group providing residential consumers a voice in utility regulation and
backed by a professional staff with legal and financial expertise. Responsibilities include:
audited, reviewed and analyzed public utility companies various filings, prepared written
testimony, schedules, financial statements, and spreadsheet models and analyses.
Testified and stand cross-examination before the Arizona Corporation Commission.

January 2000 - April 2000:JACKSON HEWITT TAX SERVICE,Phoenix, Arizona
Tax Preparer. Interviewed clients, determined tax situation, and explained how the tax
laws benefited them in their specific situation. Ensured that each customer received
every deduction that they were entitled. Prepared individual and business income tax
returns, which best utilized each specific situation that minimized their tax obligations.

May 1998 - November 1999:BENEFITS CONSULTING, Cypress, Texas
Consultant Assistant. The consulting firm specialized in alleged medical claim charges
brought against the government of Harris County in Houston, Texas. Assisted in the
review, examination, and analysis of the attested charges. Determined if the purported
medical claim charges were prudent, customary, and reasonable for the alleged
sustained injuries. The firm analyzed cases for both the County's Risk Department and
Attorneys Office.

January 1992 - April 1998:PHOENIX SERVICES,Villa Rica, Georgia
Owner.Provided landscaping services primarily in a high growth gated community where
the Property Owners' Association approved mandated ordinances to be strictly adhered
and abided by, Coordinated and supervised all aspects of projects from inception to
completion, from master planning to site design to installation.

May 1989 - October 1991: GEORGIA PUBLIC SERVICE COMMISSION, Atlanta, GA
Senior Auditor. The Public Service Commission (PSC) was responsible for regulating
many intrastate telecommunications, electric, and gas utility industries operating in
Georgia. It was the PSC's job to ensure that consumers received adequate and reliable
service at reasonable rates. It must also assure the utility companies and investors an
opportunity/ to earn a fair rate of return on prudent investments. The Commission
participated significantly in Georgia's economic health and growth. l was promoted to the
PSC's Electric/Gas Division where l examined, verified, and analyzed various financial
documents, accounting records, reports, ledgers, and statements. In addition, I was
assigned to automate the PSC's Electric Division where I utilized a computer application
process that l had developed earlier while with the (PSC) Telecommunication Division. l
was later ascribed to work in conjunction with the Engineering Department and
established a procedure to track and compare costs of operation and maintenance
(O&M) expenses of nuclear electric generating plants. This effort determined a
comparative price per kilowatt-hour produced that influenced the awareness for the
company to control the O8<M costs, which benefited the consumer through lower prices.

Developed computer application system that streamlined audit procedures by 30 - 40%.
Various other schedules were implemented to track, maintain, and control costs.



TIMOTHY J. COLEY (Page 2)

GEORGIA PUBLIC SERVICE COMMISSION (continued)

November 1986 - April 1989: Georgia Public Service Commission, Atlanta, Georgia
Auditor. Regulated telecommunications and also oversaw the deregulation process that
was currently under way in that industry. Examined and analyzed accounting records to
determine financial status of companies and prepared financial reports concerning audit
findings. Reviewed data including payroll, time sheets, purchase vouchers, cash receipt
ledgers, financial reports, and disbursements. Verified statewide telephone company
transaction classifications and documentation.

Developed computer application uti l izing Lotus to completely automate and
streamline the entire telecommunication audit process. The results saved 25% in field
audit time and produced a product of professional appearance.
Created, coordinated, and implemented "Operational Project Training" automated
procedure-training program. Trained and supervised staff of five auditors.
Computerized "Desk Audit Analysis" program that identif ied 11 independent
telephone companies in the state of over-earning and resulted in $4.1M annual
savings to the Georgia ratepayers affected.

October 1985 - October 1986: Georgia Public Service Commission, Atlanta, Georgia
Junior Auditor. Assisted in planning and performing telecommunication audit
engagements. Examined financial records, internal management control,
correspondence, bills, and records of services delivered in order to verify or recommend
compliance with company specifications contained in contracts, agreements, regulations,
and/or laws.

As a special project, l was assigned to analyze the results of a survey designed to
evaluate "interest in Organizing a Multi-State Nuclear Management Review Group"
by the Director of Utilities. Wrote the draft and findings for the speech that was
presented to all participatory commissions.

PROFESSIONAL MEMBERSHIPS
•

•

Elected Member of the National Honor Society for Public Affairs and Administration.
Active Member of Delta Sigma Pi - Professional Business Fraternity.

SPECIAL TRAINING AND CERTIFICATES
•

•

•

The Graduate School of Business Administration - Michigan State University,
completed the Annual Regulatory Studies Program of the National Association of
Regulatory Utility Commissioners.
Completed Graduate Exit Paper on "Deregulation of the Electric Industry".
Attended Eastern Utility Rate School in 2000 and 2005.

EDUCATION
•

•

•

•

Currently enrolled at Arizona State University - West in the Post Baccalaureate
Graduate Certificate Program in Accountancy with two courses remaining.
Master of Public Administration, State University of West Georgia, 1997, GPA 3.5.
BS Business Management 8< Administration, Minor in Economics, Sorrel School of
Business, Troy State University, 1985.
AA Business Administration, Miles Community College, 1981 .



RESUME OF PUBLIC UTILITY RATE CASES & AUDITS PARTICIPATION

Residential Utility Consumer Office For Years 2000 To Present

Arizona-American Water Company - Docket No. WS-01303A-05-0405

Arizona Public Service Co. Docket No. E-01345A-03-0437

Tucson Electric Power Company - Docket No. E-01933A-04-0408

UniSource Merger .- Docket No. E-04230A-03-0933

Arizona-American Water Company - Docket No. WS-01303A-02-0867

Arizona Water Company (Eastern Group) - Docket No. W01445A-02-0619

Litchfield Park Service Company - Docket Nos. W-01427A-01-0487 &
SW-01428A-01-0487

Arizona Water Company (Northern Group) - Docket No. W-01445A-00-0962

Rio Verde Utilities, Inc. Docket Nos. W-02156A-00-0321 81
SW-02156A-00-0323

Arizona-American Water Company (Paradise Valley) -
Docket Nos. W-01303A-05-0405 8¢

W-01303A-05-0910

Arizona-American Water Company (Mohave District) -
Docket No. WS-01303A-06-0014

Arizona-American Water Company (Sun City 8¢ Sun Cit West Wastewater) -
Docket No. WS-01303A-06-0491

Arizona-American Water Company - Docket No. W-01303A-07-0209

Chaparral City Water Company - Docket No. W-02113A-07-0551

Arizona-American Water Company - Docket No.W-01303A-08-0227 et. al.



Georgia Public Service Commission For Years 1985 - 1991

Atlanta Gas Light Company

Georgia Power Company

Atlanta Gas Light Company (Management Audit)

Georgia Power Company

Trenton Telephone Company

Fairmont Telephone Company

Elli jay Telephone Company

GTE, Inc.

ALL-TEL Telephone Company

Citizens Utilities Co.

Ball Ground Telephone Company

Lanett Telephone Company

Brantley Telephone Company

Blue Ridge Telephone Company

Waverly Hall Telephone Company

St. Marys Telephone Company

Darien Telephone Company

Statesboro Telephone Company

Statesboro Telephone Co-op

Wilkes Telephone Company
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$ 3,927,284

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(5)
RUCO

OCRB/FVRB
COST

1 Adjusted Original Cost/FairValue Rate Base $ 43,424,545 $ 42,201,371

2 Adjusted Operating Income (Loss) $ 1,850,403 $ 1,968,683

3 Current Rate of Return (L2 /LI) 426% 4.66%

4 Required Operating Income(LE X LI) $ 4,261,800 $ 3,295,243

5 Required Rate of Return on Fair Value Rate Base 9.81 % 7.81 %

6 Operating Income Deficiency (L4 - L2) $ 2,411,397 $ 1 ,326,560

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6286 1 .6286

8 Required Increase in Gross Revenue Requirement (L7 X LE) l$ 2,160,432 I

g Adjusted Test Year Revenue $ 1 1,939,904 $ 11,939,904

10 Proposed Annual Revenue (LB + LE) $ 15,867,189 $ 14,100,386

11 Required Percentage Increase in Revenue (LB/ LE) 32.89% 18.09%

12 Consolidated Revenue Adjustment (Superstition/Miami) s 937,341 S

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 4,864,542 $ 2,160,482

14 Required Revenue Under Company Proposed Consolidation $ 16,804,800 $ 14,100,386

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 40.74% 18.09%

16 Rate of Recur on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): Rico Schedule TJC-2, TJC-7, and TJC-13



1.6286

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:

Revenue
Combined Federal And State Tax Rate (L10)

Subtotal (LI - L2)
Revenue Conversion Factor(LI / LE)

1 .0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LB)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31.6309%
38.5989%

11
1 2
1 3

$ 3,295,243
1 ,968,683

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 1,326,560

14
1 5
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31) $ 1,087,559
Income Taxes On Test Year Revenue (Col, (D), L32) 253,637
Required Increase In Revenue To Provide For Income Taxes (L14 - L15) $

$

833,922

2,160,482Total Required Increase In Revenue (L13 + L16)

RUCO
Recommended
$ 14,100,386

9,717,585
1,565,211
2,817,591

6.9580%
$

$ 196,330

1 8
1 9
20
21
22
2 3
24
2 5
26
27
28
29
30
31

$
$
$
$
$
$

2,621 ,261
7,500
6,250
8,500

91,650
777,329

CALCULATION OF INCOME TAX

Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc, Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc, Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th inc, Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State income Tax (L23 + L30)

$
$

891 ,229
1 ,087,559

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

253,637
833,922

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

35
36
37

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), LI )
Synchronized Interest (L35 X L36)

$ 42,201,371
3.71%

1,565,211$



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-2

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
R u c o

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission 8< Distribution Plant
General Plant

Total Gross Plant in Service

$ $ $

$

12,555
5,528,785
7,592,391
5,885,736

68,915,456
4,555,508

93,590,431 $

1
(801,061 )
(59,595)
(3,057)

(502)
(37,031 )

(901,245) $

12,556
4,727,724
7,632,796
6,882,679

68,914,955
4,518,478

92,689,186

8
g

Accumulated Depreciation
Net Utility Plant In Service (Sum L1& L2) $

(17,724,938)
75,865,493 $

213,611
(687,633) $

(17,511,326)
75,177,860

10 Advances In Aid Of Const. $ (18,952,520) $ $ (18,952,520)

11
12
13

$ $ $Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (L5 + Ls) $

(10,888,555)
1,733,417

(9,155,138) $ $

(10,888,555)
1,733,417
(9,155,138)

14 Deferred Income Tax $ $ $

15 $

(4,779,751)

446,461 $ (535,541) $

(4,779,751)

(89,081)

16

Allowance For Working Capital

Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 43,424,545

$
$ (1,223,175)

$
$ 42,201,371

References:
Column (A): CompanySchedule B-1
Column (B): Schedule RLM-3
Column(C): Column (A) + Column (B)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT l PHOENIX OFFICE

(B) (C) (D)(A)
COMPANY

ADJUSTED
TY PLANT

$ 162
5,644
6,748

362,960
63,210

POST TY
ADDITIONS

55

REMOVE
PTY PLANT

$

5,096,324
14,187

156,041
7,528,455

ACCT

no.
301
302
303

310.1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Imprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment

Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

17,821
6,867,915

185,773
4,453,852

47, 182,263
570,481

11,514,583
1,716,039
3,292,465

47,015
749,765

1,140,045
1,456,091

5,987
346,377
66,730
36,279

657,099
50,120

120,057

3-FACTOR
ALLOCATOR

24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%
24.94%

29,942

TOTAL PTY WATER PLANT $ 120,057
120,057

$ 29,942
29,942Company As Filed

Difference

$ 93,590,431
$ 93,590,431
$ _ $

RUCO PTY Plant Adjustment

$

[85 (29,942)l

[$~ '~ '999l

LINE
n o .

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 2 - Line 1

Working Cash Requirement As Per Company
Working Cash Requirement As Per RUCO
Adjustment $

172,162
(363,379)
(535,541)

4
5
6

$ 12,059
12,059

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories As Per Company
Material and Supplies Inventories As Per RUCO
Adjustment $

7
8
9

$ 128,294
128,294

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

Required Bank Balances As Per Company
Required Bank Balances As Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits As Per Company
Prepayments & Special Deposits As Per RUCO
Adjustment

s 133,946
133,946

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

to TOTAL ADJUSTMENT (See RLM-2, Column (K))

$

$ (535,541) Sum Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
NQ DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

$

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

$

(B)

(75,504)

(C)
R u c o

EXPENSES
AS ADJUSTED

$

(LEAD)/LAG
DAYS

(D)

83: *8 I8§§
20.43

(45.27 )

(46.50 )

.(8.92)

Superstition System
Schedule TJC-6

Page 2 of 2

$

DOLLAR
DAYS

(E)

(273)
(41 ,567)

(474,553)
(104,540 )

(5,642)

e

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

1,170,704
2,085,023
1,019,696

135,522
74,503
37,245

508,881
1,478,516
1,365,782

300,859
167,515

4,009
815,362
137,947
187,966

(63,929)

1,170,704
2,009,518
1,019,696

136,522
74,503
37,245

508,607
1,436,949

891,229
196,330
161,873

4,009
751,433
137,947
161,628

37.00
14.00
83.10

212.00
(98.83)
34.72

42,051 ,700
28,133,258
46,946,344
2,788,666

(3,372,742)
(1,731 ,871)
(4,536,777)

43, 108,483
32,975,467
7,264,200
2,266,221

333,122
159,303,725
(13,633,332)

5,611,737

Operating Expenses
Purchased Power
Payroll
Purchased W ater
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k) (8,338)

16 Subtotal 9,470,539 (772,345) 8,698,193 347,508,201

17
18

Synchronized Interest
Cost of Equity

S 1,610,577
2,651,223

$ (45,366)
(2,551 ,223)

$ 1,565,211 91.25 $ 142,825,466

19 Subtotal $ 4,261,800 $ (2,696,589) $ 1,565,211 $ 142,825,466

20 Total $ 13,732,339 $ (3v468,935) $ 10,263,404 $ 490,333,667

21 Expense Lag Line 17, Col. (E) /(c) 47.77

22 Revenue Lag Company B-5 Schedules 34.85

23 N et Lag Line LB . Line 17 (12.92)

24 RUCO AdjustedExpenses Col. (C), Line 15 s 10,263,404

25 Cash Working Capital Line 19 X Line 20 / 385 Days (363,379)

26 Company As Filed Co. Schedule B-6, Page t 172,162

27 Difference Line 21 - Line 22 $ (535,541 )

28 ADJUSTMENT Line 27 $ (535,541 )

Expense Lag Days Used in the Last Western Group Rate Case
E§E..__.._..._€5E5E=§Dependent on System
NE@TE RUCO reviewed several invoices from a number of compares with terms of net 30 days

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule W AR-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-014-45A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
p R o D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
5

Operating Revenues
Residential
Commercial
industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $$ 8,708,171
2,125,918

35,010
8,293

346,347
$ 11,223,738 $

$ 8,708,171
2,125,918

35,010
8,293

346,347
$ 11,223,738 $

1,816,925
279,921

1,061
33,132
29,712

2,160,751

$ 10,525,096
2,405,839

36,070
41,425

376,059
$ 13,384,489

7
8

Miscellaneous
Total Operating Revenues

$ 716,166
$ 11,939,904

$
$

$ 716,166
$ 11,939,904

$
$

(269)
2,160,482

$ 715,897
$ 14,100,386

$ 1,019,696
48,540

$ $ 1,019,696
48,540

$ $ 1,019,696
48,540

9
10
11
12
13
14
15
16
17
18
19
20

1,170,704 1,170,704 1,170,704

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative 8 General Expenses

Total Operations 8= Maintenance Expense $

307,004
389,035

1 ,339,G94
945,427

5,489
1 ,591 ,413
6,817,003 $

(98,742)
(98,742) $

307,004
389,035

1 ,339,694
945,427

5,489
1 ,492,671
6,718,261 $ $

307,004
389,035

1 ,339,694
945,427

5,489
1 ,492,671
6,718,261

21 Depreciation & Amortization Expenses $ 2,189,209 $ (52,840) $ 2,116,369 $ $ 2,116,369

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 683,379
150,542

$

$

123,547
27,216

815,362
137,164

1,103,289 $

84,302
18,571
(63,929)
(5,642)
33,303 $

207,849
45,787

751 ,433
131,522

1,136,592 $ 833,922 $

891,229
196,330
751,433
131,522

1,970,514

27
28

Total Operating Expenses
Operating Income

$ 10,089,501
$ 1,850,403

$
$

(118,280)
118,280

$
$

9,971,221
1 ,968,683

$
$

833,922
1 ,326,560

$ 10,805,143
$ 3,295,243

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC~9

Page 1 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

15,008.5
18,080.0
28,132.5
17,530.0

Total OT Hours for 2005 - 2008
Divided by 4 Years

78,751.0
4

See NOTE

$

Normalized Level of OT Hours nr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUN() Adjustment l=1>

19,687.8

28,132.5

8,444.8

35.85

302,744

24.94%;

I/b,bU4)l

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
g

1 0
11
12
13
14
15
1 6
1 7
18
1 9
2 0
21
22
23
24
25
2 6
2 7
2 8
2 9
30
31
32
33
34
35
36
37
38
39
4 0
41
42
4 3
4 4

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in W

3-Factor Allocator Per District

Payroll Tax Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

(A)
PER

RUCO DR 1.11.d

Template
Schedule TJC-9

Page 2 of 3

302,744

RUCO Allocated Payroll by District $ 75,504

Pavroll Tax Expense Allocator Bv Group:

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment l=1>

7.4

|(b,b4Z)

Pavroll Tax Expense Allocator By Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31. 2007

Template
Schedule RLM-9

Page 3 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401 (K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

24.94%

75.504$

t
2
3
4
5
e
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll 401(K) Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll 401 (K) Expense Allocator Bv Group:

RUCO Payroll 401 (K) Expense Allocator by Group

RUCO payroll 401 (K) Expense Adjustment [Rb

8.39%

lb,668)l

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

839%
8.45%
842%



Arizona Water Company
Docket N0 W-01445A-08.0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJ C-1 O

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

System

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25
5
0

(338)
2, 157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1 ,118

Western Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1 ,839
17

126
49

(189)
1 ,842

LINE
no.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Norther Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE' TAB LTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (C): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

PER
RUCO

RUCO
ADJUSTMENT REFERENCE

1 0.0036 0.0038

2 $ 302,744

3

4

5 Pro Forma 2007 LTD - Spread

Current Rate per Payroll Dollar $

Pro Forma Payroll Dollars $

Pro Forma LTD - Total Company $

Y/E Number of Customers S

$

$

11 ,095,569

39,944

83,825

38,854

6,201

$

$ 10,792,825

$ 38,854

$ 83,825

s 38,854

$ 5,1116 Increase/(Decrease)

COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER - "GROUP INSURANCE)

LINE 1 X LINE 2

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

LINE

(A)
Ruco
PLANT

VALUEACCOUNT NAME

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ $162

5,644
6,748

362,960
63,210

168
231

4,301,554
14,187

154,868
7,463,741

134,639

4,429
438,868

446
196,335

ACCOUNT

no .
301
302
303

310 1
3103
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

3901
391
393
394
395
396
397
398

(5)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
657%
500%
4.00%
5.00%
6.67%
6.67%
3.33%

89,067
844,563
11 ,410

274,047
78,080
59,923

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmpml'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop8< Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPREClATlON EXPENSE

18,744
23,132
95,124

299
13,855
3,337
2,420

43,356
1 ,669

5

17,821
6,864,858

185,773
4,453,352

47, 182,263
570,481

11,514,583
1,716,039
3,292,465

47,015
749,765

1,140,045
1,426, 149

5,987
346,377
66,730
36,279

650,011
50,120

(1 )
92,689, 186 $ 2,334,140

AMORTIZATION OF CONTRIBUTIONS (10,888,555) 200%
Rounding

TOTAL DEPRECIATION EXPENSE 8

(217,771)

2,116,369

Company As Filed
Difference 8

sRuco Adjustment (See RLM-8, Column <B))

2,169,209
(52,840)

(52,840)

no,
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

District:3»Factor Allocator Bv
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Starifield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%
28.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
5.20%
3.99%
B.45%
2.95%
1 .48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-12

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

LINE

no. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1

2
3

4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (C), Lm 8
Sch. TJC-7, Col (E), Lm 8

Sum Of Lines 1, 2 8- 3
Line 4 / 3

$

11,939,904
11,939,904
14,100,386
37,980,194
12,660,055

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 25,320,129

7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Company Schedule E
Line 7 X 10%

$ 893,005

as 89,301

9
10
11

Company Workpapers
Company Workpapers

Line 9 + Line 10

$

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment $ (449,021 )

12 Company's Full Cash Value ("FCV") Sum Of Lines 6,8& 11 $ 24,960,409

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

22.5%
5,616,092

15
16

17

Company Workpapers
Company Workpapers

Line 15 + Line 16

13.38%
0.00%

13_38%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 751 ,433

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 751 ,433

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 815,362

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (63,929)

21 RUCO Adjustment (See RLM-8, Column (C)) Line 20 $ (63,929)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. g

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 24.94%

3 Superstition System (Line 1 X Line 2) $ 74,820

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 /3 Years) $ 24,940

6 $

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $

41,567

(16,627)

8 RUCO Adjustment (Line 7) (See RLM~8, Column (E)) $ (16,627)

3-Factor Ailocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkeiman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



$ 18,571

Arizona Water Company

Docket No. W-01445A-08-0440

Test Year Ended December 31, 2007

Superstition System

Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (c). L28 + L22 + L23 $ 2,222,320

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 21

Line 1 - Line 2 - Line 3

45,787
1,565,211

611,322

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34.00%
207,849

STATE INCOME TAXES:

7 Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Line 1 $ 2,222,320

8
g

Note (A) Line 21
Line 7 - Line 8 $

1,565,211
657,109

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 45,787

12
13
14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

207,849
45,787

253,637

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 123,547

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1 , L31)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 I

27,216

$ 84,302

18 RUCO State Income Tax Adjustment Line 13 - Line 16

19
20
21

$

NOTE (A);
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col, (H), L17)
Weighted Cost of Debt (Sch. TJC-16 Col. (F). LI)
Interest Expense (L18 X L19) $

42,201,371
3.71%

1,565,211

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Superstition System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (8) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization

72,744,646

$ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System

TABLE OF CONTENTS TO TJC SCHEDULES

SCH.
no.

PAGE
no.

TJC-1

TJC-2

TJC-3

TJC-4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

TJC-5

TESTIMONY

1  & 2

1

1

1 TO 7

1 TO 5

1 TO 5

1

TITLE

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 . PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT NO, 2 . REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 . INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT NO, 5 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 - WORKING CAPITAL AND LEAD/LAG STUDY

OPERATING INCOME

TJC-6

TJC-7

TJC-8

TJC-9

TJC-9

TJC-9

TJC-10

TJC-11

TJC-12

TJC-13

TJC-14

TJC-15

1 &2

1

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 . PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 . PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

3 OF 3 OPERATING INCOME ADJUSTMENT no. 3 . 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

1 OPERATING INCOME ADJUSTMENT no. 6 - INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7 .. TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT NO. 8 - PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. 9 - RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

1 COST OF CAPITAL



$ 470,098

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 4,660,984 $ 4,604,287

2 Adjusted Operating Income (Loss) $ 168,796 $ 190,607

3 Current Rate of Return (L2 /LI) 3.82% 414%

4 Required Operating Income (LEXL1) s 457,441 $ 359,520

5 Required Rate of Recur on Fair Value Rate Base 9.81 % 7.81%

6 Operating IncomeDeficiency (L4 - L2) $ 288,646 s 168,913

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6286 1 .6058

8 Required Increase inGross Revenue Requirement (L7 X LE) l$ 271,233 I

9 Adjusted Test Year Revenue $ 1,723,475 $ 1,723,475

10 Proposed Annual Revenue (L8 + LE) $ 2,193,573 $ 1 ,994,707

11 Required Percentage Increase in Revenue (LB/ LQ) 27.28% 1574%

12 Consolidated Revenue Adjustment (Bisbee/SierTa Vista) $ (106,651) $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 363,319 $

14 Required Revenue Under Company Proposed Consolidation $ 2,086,472 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 21 .08%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and c_1
Column (B): RUCO Schedule TJC~2, TJC-7, and TJC-13



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 - L2)
Revenue Conversion Factor(L1 /LE)

1.0000
0.3772
0.6228

1.6058 I

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (L6 + LQ)

100.0000%
6.9680%

93.0320%
33.0596%
30.7560%
37.7240%

11
12
13

$ 359,520
190,607

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B). L2)
Required Increase In Operating lnoome (L11 - L12) $ 168,913

14
15
1 6

Income Taxes On Recommended Revenue (Col. (D), L31) 114,337
Income Taxes On Test Year Revenue (Col. (D), L32) 12,017
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

102,320

271,233

RUCO
Recommended
$ 1,994,707

1,520,850
170,769
303,089
6.9680%

$

$ 21,119

1 8
1 9
20
21
22
2 3
24
25
26
27
28
29

30
31

$
$
$
$
$
$

281 ,969
7,500
6,250
8,500

70,968

CALCULATION OF INCOME TAX

Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
TotaI Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

93,218
114,337

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

12,017
102,320

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 33.06%

35
36
37

$

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR~2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F). L1)
Synchronized Interest (L35 X L36)

I

$

4,604,287
3.71%

170,769



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Bisbee System
Schedule TJC-2

Page 1 of 1

RATE BASE _ ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1

2

3

4

5

6
7

Plant Classification

Intangible Plant

Source of Supply Plant

Pumping Plant

Water Treatment Plant

Transmission & Distribution Plant

General Plant
Total Gross Plant in Service

6,328

$

43,332

849,846

889,639

46,503

7,664,743

820,594
10,314,658 $

(6,683)
(355) $

43,332

849,846

895,967

46,503

7,664,743

813,912
10,314,303

8
g

Accumulated Depreciation
Net Utility Plant in Service (Sum L1 8¢ L2) $

(4,218,432)
6,096,226 $

(9,968)
(10,323) $

(4,228,399)
6,085,903

10 Advances in Aid Of Const. $ (258,981) $ $ (258,981 )

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(452,659)
106,681

(345,978) $ $

(452,659)
106,681

(345,978)

14 Deferred Income Tax $ $

15

$

$

(954,417)

124,134 $ (46,375) $

(954,417)

77,759

16

Allowance for Working Capital

Net Regulatory Asset / (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 4,660,984

$
$ (56,697)

$
$ 4,604,287

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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$ (5,979)

Arizona Waler Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)(A)
COMPANY
ADJUSTED
TY PLANT

$ so
18,754
24,545

307,085
4,037

POST TY
ADDITIONS
$

REMOVE
PTY PLANT

$

538,724
7,054

33,537
677,163
171,885

ACCT
no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

1 ,452
45,051
5,044

369,280
5,385,816

51,566
1 ,346,780

226,315
279,943

2,384
21 ,174
73,769

324,678
293

75,839
740

16,632
281 ,375
23,709

120,057

3-FACTOR
ALLOCATOR

4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%

5,979

TOTAL PTY WATER PLANT $ 120,057
120,057

$ 5,979
5,979Company As Filed

Difference

$ 10,314,658
$ 10,314,658
$ _ $ $

LINE
no.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment l$ 199|

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Bisbee System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule TJC-6, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

14,949
(31,426)
(46,375)

4
5
6

$ 56,821
56,821

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
9

$ 25,618
25,618

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 26,746
26,746

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJc-2, Column (K))

$

$ (46,375) Sum of Lines 3, 6,9 &12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

21

20

23

22

24

25

26

27

28

16

17
18

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

19

"Ruco reviewed several invoices from a number of companies with terms of net 30 days.

Expense Lag Days Used in the Last Western Group Rate Case.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating 8. Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

RUCO Adjusted Expenses

Expense Lag

Revenue Lag

NetLag

Cash Wol*king Capital

Company As Filed

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 - CONT'D

LEADILAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co, Schedule B-6, Page 1

CompanyB-5 Schedules

Line 17, Col. (Ev (c)

Line 18 - Line 17

Line 21 - Line 22

Col. (C), Line 15

$

$

$

$

(A)
COMPANY
EXPENSES
ASFMED

1 ,939,547

1,4B2, 105

457,442

172,872
284,570

16,598
14,877
7,437

161 ,575
219,974
148,597
32,294
33,449

800
114,911
28,787
53,331

224,856
426,619

Line 27

RUCO
ADJUSTM'TS

$

$

$

$

$

$

$ 1,551,362

(388,185)

(286,673)

(2,103)
(284,570 )

(101,511)

(B)

(31 ,426)

(46,375)

(11,144)

(46,375)

(45)
(8,300)

(53,379)
(11 ,175)
(1,127)

(15,077)

14,949

(1,266)

38.26

30.87

(7.39)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

1,551,362

1,380,594

170,769

1 6 , 5 9 8
1 4 , 8 7 7

7 , 4 3 7
1 6 1 , 5 3 0
2 1 1 , 6 7 4

9 3 , 2 1 8
2 1 , 1 1 9
3 2 , 3 2 2

8 0 0
1 0 3 , 7 8 7

281787
5 2 , 0 6 5

224,856
411 ,542

170,769

(LEAD)/LAG
DAYS

(D)

20.43
(45.27 )
(46.50)

(8.92)
88?3g;gQ=£r:
37.00
37.00
14.00
83. 10

212.00
(98.83)
34.72

91.25

Bisbee System
Schedule TJC-6

Page 2 of  2

$ 15,582,656

$ 15,582,656

$ 59,360,939

$

DOLLAR
DAYS

43,778,282

339,039
(673,482)
(345,821 )

(1,440,848)
6,350,220
3,449,069

781 ,411
452,515
68,480

21,998,584
(2,a45,019)
1,807,714

8,076,828
5,761 ,593

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System
Schedule TJC-»7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

As
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire service
Other Water Revenues

Total Water Revenues

$ $ $ $ $

$

1,192,596
491,700

2,302
908

12,628
1,700,135 $ $

1,192,596
491,700

2,302
908

12,628
1,700,135 $

181,690
86,094
1,290
3,617
(1 ,909)

270,782 $

1,374,287
577,794

3,591
4,525

10,720
1,970,917

7
8

Miscellaneous
Total Operating Revenues

$
$

23,340
t,723,475

$
$

$
$

23,340
1,723,475

$
$

451
271,233

$
$

23,791
1,994,707

$ $ $ $ $9
10
11
12
13
14
15
16
17
18
19
20

2,443 2,443 2,443

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

224,856
615

50,077
32,933

270,483
179,534

529
392,583

1,154,054 $
(19,707)
(19,707) $

224,856
615

50,077
32,933

270,483
179,534

529
372,876

1 ,134,347 $ $

224,856
615

50,077
32,933

270,483
179,534

529
372,876

1,134,347

21 Depreciation 8 Amortization Expenses $ 261,462 $ (4,413) $ 257,048 $ $ 257,048

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 83,420
18,900

$

$

(2,100)
(463)

114,911
25,815

139,163 $

11,897
2,682

(11,144)
(1,127)
2,309 $

9,798
2,220

103,767
25,688

141,472 $ 102,320 $

93,218
21,119

103,767
25,688

243,792

27
28

Total Operating Expenses
Operating Income

$
$

1,554,679
168,795

$
$

(21,812)
21,812

$
$

1,532,867
190,607

$
$

102,320
168,913

$
$

1,635,187
359,520

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total OT Hours for 2005 -
Divided by 4 Years

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

2008

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Bisbee System
Schedule TJC-9

Page 1 of 3

15,008.5
18,080.0
28,132.5
17,530.0

78,751.0
4

Normalized Level of OT Hours nr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

Ruco Adjustment lu

19,687.8

28,132.5

8,444.8

35,85

302,744

4.98%

l'lb,U/ /ll

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A.08-0440
Test Year Ended December 31, 2007

LINE
no.

Payroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Bisbee System
Schedule TJC-9

Page 2 of 3

302,744

15,077RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator Bv Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO Payroll Tax Expense Adjustment :b '11.14/)1

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31. 2007

Bisbee System
Schedule TJC-9

Page 3 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

4.98%

15.077

1
2
3
4
5
6
7
8
g

10
11

$

Pavroll 401(Kl Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll 401(K1 Expense Allocator By Group:

RUCO Payroll 401(K) Expense Allocator by Group

RUCO payroll 401(K) Expense Adjustment l=b

8.39%

£1 ,4oo)l13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31,2007

Bisbee System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Easter Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

1 2 2
1 1 5

5
2 5

5
0

(338)
2,157 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1 ,718

Wester Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,2a5 $

(298)

(3)
(22)
(9)

(52)
(393) $

1,839
17

126
49

(189)
1,842

LINE
no.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Norther Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
1 go
87

1 ,eos $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (8)= COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (c): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES2

(a) CALCULATED AS FOLLOWSc PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

4 YIE Number of Customers $

$

$

11 ,095,569

39,944

83,825

38,854

6,201

$ 302,744

$ 0.0036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,111

COMPANY WORKPAPER . "GROUP INSURANCE)

LINE1 X LINE 2

5 Pro Forma 2007 LTD - Spread

6 Increase l (Decrease)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
TEST YEAR DEPRECIATION EXPENSE

LINE
no. ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION
EXPENSE

$ $32
18,754
24,545

307,085
4,037

750
1,206

538,724
7,054

33,537
683,491
111,885

16,862

959
40,189
6,815

36
1 ,288

ACCOUNT

no .
301
302
303

310,1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

7,386
96,406
1 ,031

32,053
10,297
5,095

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plan! Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

529
175

21,257
15

3,034
37

1 ,109
18,721

790

$

1,452
45,051
5,044

369,280
5,385,816

51 ,566
1,346,780

226,315
279,943

2,384
21,174
73,769

318,699
293

75,839
740

16,632
280,671
23,709

1
10,314,303 $ 266,102

AMORTIZATION OF CONTRIBUTIONS (452,659) 2.00%
Rounding

TOTALDEPRECIATIONEXPENSE $

(9,053)

257,049

Company As Filed
Difference $

$RUCO Adjustment (See TJC-8, Column (B))

261 ,462
(4,413)

(4,413)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
be
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Siena Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 488%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

12

9
10
11

13
14

7

8

6

1
2
3
4
5

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. of Transportation Equipment

Net Book Value Of Transportation Equipment

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Calculation Of The Company's Tax Liability:

Calculation Of The Company's Full Cash Value:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV')

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (C)» Ln 8
Sch. TJC-7, Col <8). Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line g + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

L ine 5x2

$

$

$

$

1,723,475
1 ,723,475
1 ,994,707
5,441 ,656
1,813,885

(A)

*/80789

610

Bisbee System
Schedule TJC-12

Page 1 of 1

$

$

$

$

3,470,175

3,627,771

(157,657)

(B)

61

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

13_29%
0.00%

13.29%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 103,767

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 103,767

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 114,911

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (11,144)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (11,144)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 4.98%

3 Bisbee System (Line 1 X Line 2) $ 14,940

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 4,980

6 8,300

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$ (3,320)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (3,320)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Bisbee System
Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJc-7, Column (C)- L28 + L22 + L23 $ 202,625

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 21

Line 1 - Line 2 - Line 3 $

2,220
170,769
29,636

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

33.06%
9,798

STATE INCOME TAXES:

7 Line 1 $ 202,625

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 21
Line 7 - Line 8 $

170,769
31 ,856

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 2,220

12
13
14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

9,798
2,220

12,017

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (2,100)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (463)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 11,897

18 RUCO State Income Tax Adjustment Line 13 - Line 16

Is

l$ 2,682

19
20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch, TJC-15 Col. (D), LI )
Interest Expense (L18 X L19) $

4,604,287
3.71 %

170,769

I
I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

COST OF CAPITAL

(B) (C)

Bisbee System
Schedule TJC-15

Page 1 of 1

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL

(A)

7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

l
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System

TABLE OF CONTENTS TO TJC SCHEDULES

PAGE
no. TITLE

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTORTJC-1

TJC-2

TJC-3

TJC-4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

TJC-5

TESTIMONY

1  & 2

1

1

1  T O  7

1  T O  5

1  T O  5

1

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6- WORKING CAPITAL AND LEAD/LAG STUDY

OPERATING INCOME

TJC-6

TJC-7

TJC-8

TJC-9

TJC-9

TJC-9

TJC-10

TJC-11

TJC-12

TJC-13

TJC-14

TJC-15

SCH.
no.

1 &2

1

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 - PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

3 OF 3 OPERATING INCOME ADJUSTMENT no. 3 - 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #t

1 OPERATING INCOME ADJUSTMENT no. 8 - INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7 - TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 8 _ PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. 9 . RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 10 _ INCOME TAX EXPENSE

1 COST OF CAPITAL



$ (163,188)

Arizona Water Company

Docket No. W-01445A-08-0440

Test Year Ended December 31, 2007

Sierra Vista System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 2,520,716 $ 2,492,548

2 Adjusted Operating Income (Loss) $ 275,060 $ 305,393

3 Current Rate of Return (L2 /LI) 10.91% 12.25%

4 Required Operating Income (LE X LI) $ 247,390 $ 194,628

5 Required Rate of Return on Fair Value Rate Base 9.81 % 7.81 %

6 Operating Income Deficiency (L4 - L2) $ (27,670) $ (110,765)

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6286 1 .4733

8 Required Increase in Gross Revenue Requirement (L7 X L6) $ (45,064) I

9 Adjusted Test Year Revenue $ 1,461,897 $ 1,461,897

10 Proposed Annual Revenue (LB + LE) $ 1,416,833 $ 1,298,710

11 Required Percentage Increase in Revenue (L8/ LE) -3.08% -11.16%

12 Consolidated Revenue Adjustment (Bisbee/sierra Vista) $ 106,651 $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 61,586 $ (163,188)

14 Required Revenue Under Company Proposed Consolidation $ 1,523,034 $ 1,298,710

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 4.20% -11.16%

'16 Rate of Recur on Common Equity 12.40% 833%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule TJC-2, TJC-7, and TJC-13

I



1.4733

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI -L2)

Revenue Conversion Factor(L1 /La)

1.0000
0.3212
0.6788

5
6
7
8
9
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable lnoome (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
27.0401%
25.1559%
32.1239%

11
12
13

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12)

$ 194,628
305,393

$ (110,765)

14
15
16

Income Taxes On Recommended Revenue (Col. (D), L31) 48,360
Income Taxes On Test Year Revenue (Col. (D), L32) 100,782
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

(52,422)

(163,188)

RUCO
Recommended
$ 1,298,710

1,055,722
92,446

150,541
6.9680%

$

$ 10,490

18
19
20
21
22
23
24
25
26
27
28
29
30
31

$
$
$
$
$
$

140,051
7,500
6,250
8,500

15,620

CALCULATION OF INCOME TAX

Revenue (Sch. TJc-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

37,870
48,360

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

100,782
(52,422)

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 27.04%

35
36
37

$

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), L1)
Synchronized Interest (L35 X L36) $

2,492,548
3.71%

92,446



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-2

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

1

2

3

4

5

6
7

Plant Classification

Intangible Plant

Source of Supply Plant

Pumping Plant

Water Treatment Plant

Transmission & Distribution Plant

General Plant
Total Gross Plant in Service

$ $ $

$

756

688,417

719,189

92,922

5,348,207

546,855
7,396,345 $

(3,097)
(3,097) $

756

688,417

719,189

92,922

5,348,207

543,757
7,393,247

8
9

Accumulated Depreciation
Net Utility Plant in Service (Sum LI & L2) $

(2,113,607)
5,282,738 $

6,805
3,707 $

(2,106,802)
5,286,446

10 Advances in Aid Of Const. $ (1,453,186) $ $ (1,453,186)

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE)

(1,089,317)
226,089
(863,228) $

(1 ,089,317)
226,089
(863,228)

14 Deferred Income Tax

$

$

$

$ $

15 $

(494,457)

48,849 $ (31 ,875) $

(494,457)

16,975

16

Allowance for Working Capital

Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 2,520,716

$
$ (28,168)

$
$ 2,492,548

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE
no.

(A)
COMPANY
ADJUSTED
TY PLANT

$ 17

POST TY
ADDITIONS
$

REMOVE
PTY PLANT

$

739
27,535
8,934

651 ,948
1,881

13,385
687,456
16,467

14,812
78,110

ACCT
no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop 8¢ Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

380,102
3,090,280

148,520
1,158,606

216,066
354,635

66
26,243
33,952

187,802
152

33,942
2,079

17,241
235,035
10,343

120,057

3-FACTOR
ALLOCATOR

2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%
2.58%

3,097

TOTAL PTY WATER PLANT 7,396,345
7,396,345

$ 120,057
120,057

$ 3,097
3,097Company As Filed

Difference

$
$
$ $ $

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment

l$

l$

(3,097)l

103 |

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Sierra Vista System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE

NO. DESCRIPTION AMOUNT R E F E R E N C E

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

1,319
(30,556)
(31,875)

4
5
6

$ 20,402
20,402

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
g

$ 13,272
13,272

Company Schedule B-5, PG. 1
Company Schedule B~5, PG. 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments 8< Special Deposits Per Company
Prepayments 8< Special Deposits Per RUCO
Adjustment

$ 13,856
13,856

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K))

$

$ (31 ,875) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A.08-0440
Test Year Ended December 31, 2007

LINE
NO.

22

21

20

25

24

26

28

27

23

17
18

16

19

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

...§8§RUCO reviewed several invoices from a number of companies with terms of net 30 days.

::88 Expense Lag Days Used in the Last Western Group Rate Case.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc, Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Expense Lag

Revenue Lag

Net Lag

Company As Filed

RUCO Adjusted Expenses

Cash Working Capital

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEAD/LAG DAY SUMMARY

Line 19 X Line 20 l 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E)/ (C)

Line 18 - Line 17

Line 21 - Line 22

Col. (C), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

1,234,505

987,115

247,390

220,661
323,498

93,491
153,899

8,699
7,707
3,853

37,602
163,165
79,281
17,465
17,329

415
80,115
14,914
12,411

Line 27

RUCO
ADJUSTM'TS

$

$

$

$

$

$

$ 1,014,074

(220,431 )

(154,944)

(1,045)
(153,899)

(B)

(31 ,875)

(31 v875)

(65,487)

(30 v556)

(38)
(4,300)

(41 ,411)
(6,975)

(584)

(11.00)

(3,713)

(7,811)

41.47

30,47

1,319

(856)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

1,014,074

921,828

220,661
315,687

8,699
7,707
3,853

37,504
158,865
37,870
10,490
16,745

415
76,402
14,914
11,755

92,446

92,446

(LEAD)/LAG
DAYS

(D)

37,00
14.00
83.10

212.00
(98.83)
34.72

20.43
(45.27 )
(48.50)
(8.92)

91.25

38

1400

Sierra Vista System
Schedule TJC-6

Page 2 of  2

Q

$

$ 42,051,709

$

$

DOLLAR
DAYS

33,615,978

177,690
(348,896)
(179,165)
(335,071 )

4,765,950
1,401,190

388,119
234,435
34,487

16,197,280
(1,473,951 )

408, 147

8,435,730

8,435,730

7,928,143
4,419,621

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): - Company ScheduleB-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 1,067,828
346,169

$ $ 1,067,828
346,169

$ (111 ,295)
(53,325)

$ 956,533
292,845

$

1 ,924
29,331

1 ,445,253 $ $

1,924
29,331

1,445,253 $

7,701
(6,719)

(163,638) $

9,625
22,613

1,281,615

7
8

Miscellaneous
Total Operating Revenues

$
$

16,645
1,461,897

$
$

$
$

16,645
1,461,897

s
s

450
(163,188)

$
$

17,095
1,298,710

$ $ $ $ $9
10
11
12
13
14
15
16
17
18
19
20

2,096 2,096 2,096

Operating Expenses
Source of Supply Expenses;

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

220,661
69B

46,020
22,454

213,548
134,508

275
152,251
792,510 $

(10,224)
(10,224) $

220,661
698

46,020
22,454

213,548
134,508

275
142,026
782 v286 $ $

220,651
698

46,020
22,454

213,548
134,508

275
142,026
782,286

21 Depreciation & Amortization Expenses $ 186,533 $ (2,454) $ 184,079 $ $ 184,079

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ (41,051)
(11 ,371 )

$

$

93,535
20,505
80,115
13,539

207,794 $

(14,614)
1,256
(3,713)

(584)
(17,655) $

78,921
21,861
76,402
12,956

190,140 $ (52,422) $

37,870
10,490
76,402
12,956

137,717

27
28

Total Operating Expenses
Operating Income

$
$

1,186,838
275,060

$
$

(30,333)
30,333

$
$

1,156,504
305,393

$
$

(52,422)
(110,765)

$
$

1,104,082
194,628

References:
Column (A);
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Amount of Abnormal W OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

Total OT Hours for 2005 - 2008
Divided bye Years

OT Hours in Test Year

3-Factor Allocator Per District

Normalized Level of OT Hours nr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Sierra Vista System
Schedule TJC-9

Page 1 of 3

19,887.8

28,132.5

8,444.8

35.85

15,008.5
18,080.0
28,132.5
17,530.0

78,751.0
4

302,744

RUCO Adjustment w u,zs.I 'I)I

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1 .48%

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31. 2007

Sierra Vista System
Schedule TJC-9

Page 2 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

2.58%

7.811$

Pavroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator By Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment l=1>

7.47%

\:>zs4)l

1
2
3
4
5
6
7
8
9

1 0
11
12
13
14
15
1 6
1 7
18
1 9
2 0
21
22
23
24
25
26
2 7
28
29
30
31
32
33
34
35
36
37
38
39
4 0
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Sierra Vista System
Schedule TJC-9

Page 3 of 3

302,744

7,811

Pavroll 401(K) Expense:

Total Abnormal OT Dollars in W

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Payroll 401 (K) Expense Allocator By Group:

RUCO Payroll 401 (K) Expense Allocator by Group

RUCO payroll 401(K) Expense Adjustment lu

8.39%§

(bob)l

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8. 12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B) (C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

Svstem

Easter Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

$

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2 )
(378)

1,718Subtotal

W ester Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)

(9)
(62)

(393) $

1,839
17

126
49

(189)
1,842

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199

87
1,809 $

(65)
(55)
(84)
(38)
(15)

(257) $

sos
452
361
162

71
1,551

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33 Total Company $ 6,201 $ (1 ,090) s 5,111 (a)

REFERENCE

COLUMN (A);
COLUMN (B):
COLUMN (c):

COMPANY W ORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY W ORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY W ORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOW S: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

4 Y/E Number of Customers $

5 Pro Forma 2007 LTD - Spread $

6 Increase I (Decrease) $

0.0036

11,095,569

39,944

83,825

38,854

6,201

$ 302,744

$ 0.0036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

s 5,111

REFERENCE

COMPANY W ORKPAPER - "GROUP INSURANCE" TAB LTD

COMPANY W ORKPAPER . "GROUP INSURANCE)

LINE 1 X LINE 2

COMPANY W ORKPAPER . "GROUP INSURANCE)

COMPANY W ORKPAPER .. "GROUP INSURANCE)

COMPANY W ORKPAPER - "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ 17 $

739
27,535
8,934

26

20,406651 ,948
1 ,881

13,385
687,456
16,467

383
40,422

659

14,812
78,110

370
2,234

7,602
55,316
2,970

27,575
9,831
6,454

656

ACCOUNT

n o .
301
302
303

310.1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

12,320
8

1,358
104

1,150
15,677

344

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8. Imprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop&Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE $

380,102
3,090,280

148,520
1 ,158,606

216,066
354,635

66
26,243
33,952

184,705
152

33,942
2,079

17,241
235,035
10,343

(1)
7,393,247 $ 205,865

AMORTIZATION OF CONTRIBUTIONS (1 ,089,317) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(21 ,786)

184,079

Company As Filed
Difference $

$

186,533
(2,454)

(2,454)RUCO Adjustment (See TJC-8, Column (B))

LINE

n o .
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Siena Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

9
10
11

12

13
14

1
2
3
4
5

6

7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Full Cash Value:

Calculation Of The Company's Tax Liability:

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV')

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col (c), Ln 8
Sch. TJc-7, Col (C), Ln 8
Sch. TJC-7, Co! (E). Lm 8

Sum Of Lines 1, 2 & 3
Line 4 /3

Sum of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5 X 2

$

$

$

$

1 ,461 ,897
1 ,461 ,897
1,298,710
4,222,505
1 ,407,502

(A)

72,684

Sierra Vista System
Schedule TJC-12

Page 1 of 1

$

$

$

$

2,815,003

2,820,312

(B)

(1 ,959)

7,268

1 5
1 6
1 7

Company Workpapers
Company Workpapers

Line 15 + Line 16

12.04%
0.00%

12.04%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 76,402

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 76,402

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 80,115

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (3,713)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (3,713)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 2.58%

3 Sierra Vista System (Line 1 X Line 2) $ 7,740

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 2,580

6

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$

4,300

(1,720)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (1,720)

3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81%
527%
620%
3.99%
845%
2.95%
1.48%



Arizona Water Company
Docket No. w-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System

Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (0)» L28 + L22 + L23 $ 406,175

2

3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

21 ,861

92,446

291,868

5

6

Federal Tax Rate
Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

27.04%
78,921

STATE INCOME TAXES'

7 Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income

Line 1 $ 406,175

8

g

Note (A) Line 21
Line 7 - Line 8 $

92,446

313,729

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 21,861

1 2

1 3

1 4

TOTAL INCOME TAXEXPENSE;
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

78,921

21,861

100,782

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 93,535

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) 20,605

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 (14,614)l

I18 RUCO State Income Tax Adjustment Line 13 - Line 16 $ 1,256

$19

20
21

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col.(D),L1)
interest Expense (L18 X L19) $

2,492,548

3.71%
92,446



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Sierra Vista System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR
AMOUNT

CAPITAL
RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization

72,744,646

$ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System

TABLE. OF. CONTENTS TO TJC SCHEDULES

SCH.
NO,

PAGE
NO. TITLE

TJC-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

TJC-2 1 RATE BASE

TJC-3 1 SUMMARY OF ORIGINAL COST RATEBASE ADJUSTMENTS

TJC-4 DIRECT PLANT 1 TO 7 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

TJC-4 PHOENIX OFFICE 1 TO 5 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

TJC-4 METER SHOP 1 TO 5 RATE BASE ADJUSTMENT no. 1 .. PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

TJC-5 1 RATE BASE ADJUSTMENT NO. z . REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

TESTIMONY RATE BASE ADJUSTMENT no. 3 . REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT NG. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEFT BLANK

TJC-6 1 & 2 RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL AND LEAD/LAG STUDY

TJC-7 1 OPERATING INCOME

TJC-8 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

TJC-9 1 OF 3 OPERATING INCOMEADJUSTMENT no. 1 . PAYROLL EXPENSE

TJC-9 2 OF 3 OPERATINGINCOME ADJUSIITVlENT no. 2 - PAYROLL TAX EXPENSERELATED TO PAYROLLEXPENSE ADJ. #1

TJC-9 3 OF 3 OPERATING INCOME ADJUSTMENT no. 3 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

INSURANCE EXPENSETJC-10 1 OPERATING INCOME ADJUSTMENT no. 6

TJC-11 1 OPERATING INCOME ADJUSTMENT no. 7 - TESTYEAR DEPRECIATION EXPENSE

TJC-12 1

TJC-13 1

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAX COMPUTATION

OPERATING INCOME ADJUSTMENT no. 9 . RATE CASE EXPENSE

TJC-14 1 OPERATING INCOME ADJUSTMENT no. 10 . INCOME TAX EXPENSE

TJC-15 1 COST OF CAPITAL



$ 402,704 $ 302,504

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no . DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 2,035,209 $ 2,026,115

2 Adjusted Operating Income (Loss) $ (47,524) $ (56,827)

3 Current Rate of Return (L2 /LI ) -234% -2.80%

4 Required Operating Income(L5 X L1) $ 199,741 $ 158,207

5 Required Rate of Recur on Fair Value Rate Base 9.81% 7.81 %

6 Operating Income Deficiency (L4 - L2) $ 247,264 $ 215,034

7 Gross Revenue Conversion Factor (̀ l'JC-1, Page 2) 1 .6286 1 .4068

8 Required Increase in Gross Revenue Requirement (L7X LG)

9 Adjusted Test Year Revenue $ 812,359 $ 812,359

10 Proposed Annual Revenue (LB + LE) $ 1,215,223 $ 1,114,863

11 RequiredPercentage increase in Revenue (L8 / LE) 49.57% 3724%

12 Consolidated Revenue Adjustment $ $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ $

14 Required Revenue Under Company Proposed Consolidation $ $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation

15 Rate of Recur on Common Equity 12.40% 8.33%

References;
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule TJC-2, TJC-7, and TJC-13



1 _4068

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System

Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR;
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 - L2)

Revenue Conversion Factor(L1 /LE)

1.0000
0.2892
0.7108

5
6
7
8
g
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income BeforeTaxes(Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable income (Ls - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
23.5913%
21 .9475%
28.9155%

11
12
13

$ 158,207
(56,827)

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating lnoome (L11 - L12) $ 215,034

14
15
16

Income Taxes On Recommended Revenue (Col. (D), L31) 33,787
Income Taxes On Test Year Revenue (Col. (D), L32) (53,684)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

87,471

302,504

RUCO
Recommended
$ 1,114,863

922,870
75,147

116,847
6_9680%

$

$ 8,142

$
$
$
$
$
$

108,705
7,500
6,250
8,500
3,395

18
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX

Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

25,645
33,787

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

(53,684)
87,471

34 Applicable Federal Income Tax Rate (Col. (D), L30 l Col. (C), L24) 23.59%

35
36
37

$

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), L1)
Synchronized Interest (L35 X L36) $

2,026,115
3.71%

75,147



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-2

Page 1 of 1

RMTE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1

2

3

4

5

6
7

Plant Classification

Intangible Plant

Source of Supply Plant

Pumping Plant

Water Treatment Plant

Transmission & Distribution Plant

General Plant
Total Gross Plant in Service

2,058

$

488

175,502

376,086

1,398,624

1,712,957

458,818
4,122,476 $

(2,017)
41 $

488

175,502

378,144

1,398,624

1,712,957

456,801
4,122,517

8
g

Accumulated Depreciation
Net Utility Plant in Service (Sum L1 & L2) $

(997,040)
3,125,436 $

33,996
34,037 $

(963,044)
3,159,473

10 Advances in Aid Of Const. $ (73,164) $ $ (73,164)

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(742,146)
7,505

(734,641 ) $ $

(742,146)
7,505

(734,641 )

14 Deferred Income Tax $ $ $

15 $

(321,972)

39,551 $ (43,131) $

(321 ,972)

(3,580)

16

Allowance for Working Capital

Net Regulatory Asset / (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 2,035,209

$
$ (9,094)

$
$ 2,026,115

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT I PHOENIX OFFICE

(B) (C) (D)

LINE

no.

(A)
COMPANY
ADJUSTED
TY PLANT

$ 11

POST TY
ADDITIONS
s

REMOVE
PTY PLANT
$

477
169,941

1

5,560
7,000

14,110
354,975

2,000
42,578

1 ,354,047
69,500
98,404

1025,419
100

329,052
124,887

65,596

ACCT

no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Imprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture 8< Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

21,821
57,322

176,421
1 ,227

74,961
2.684
2,719

104,317
17,343

120,057

3-FACTOR
ALLOCATOR

1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1_68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%
1.68%

2.017

TOTAL PTY WATER PLANT 4,122,476
4,122,476

$ 120,057
120,057

$ 2,017
2,017Company As Filed

Difference

$
$
$ $ $

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment

1$

I$

(2,017)l

67 |

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Aiiocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

San Manuel System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT R E F E R E N C E

1
2
3

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment

$ 21,763
(21,368)
(43,131)

Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

4
5
6

$

$ 123
123

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
g

$ 8,642
8,642

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments 8< Special Deposits Per RUCO
Adjustment

$ 9,023
9,023

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K))

$

$ (43,131) Sum of Lines 3, e, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

22

21

20

26

23

27

28

24

25

19

17
18

16

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

RUCO reviewed several invoices from a number of companies with terms of net 30 days.

: Expense Lag Days Used in the Last Western Group Rate Case.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FlCA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401 k)

Synchronized Interest
Cost of Equity

Expense Lag

Revenue Lag

Cash Working Capital

Company As Filed

RUCO Adjusted Expenses

NetLag

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 _ CONT'D
LEAD/LAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E) /(C)

Line 21 - Line 22

Line 18 - Line 17

Col. (C), Line 16

5

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

1,111,381

911,640

199,741

75,484
124,257

38,358
211,339
241,318

5,855
5,019
2,509

55,150
166,217
64,011
14,101
11,2a4

270
68,170
9,837

18,203

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$

(124,594)

(183,462)

(337)
(124,257)

(B)

927,919

(43,131)

(43,131)

(21 ,368)

(58,868)

(20)
(2,800 )

(38,366)
(5,959)

(380)

21,763

(5,830 )

(5,086)

30.26

38.67

(8.41 )

(427)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

s

$

927,919

852,772

38,358
206,253
241,318

5,a5s
5,019
2,509

55,130
163,417
25,645
a,142

10,904
270

62,340
9,837

17,776

75,147

75,147

(LEAD)/LAG
DAYS

14.00

20.43
(45.27 )
(46.50)
(a.92

.3'il.00"
37.00
14.00
83.10

212.00
(98.83)
34.72

(D)

91.25

San Manuel System
Schedule TJC-6

Page 2 of 2

$

$ 35,878,094

$

$

DOLLAR
DAYS

29,020,951

1,377,819
2,887,541
6,282,781

119,597
(227,210)
(116,669)
(491,757)

4,902,498
948,861
301,250
152,656
22,437

13,216,153
(972,191 )
617,186

6,857,143

6,857,143

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): . Company Schedule B-5
Column (E): Column (C) X Column (D)

x



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PRQWD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 646,904
143,872

$ $ 646,904
143,872

$ 249,761
51,331

$ 896,665
195,203

$

56
11,113

801,946 $ $

56
11,113

801,946 $

244
1,168

302,504 $

300
12,282

1,104,450

7
8

Miscellaneous
Total Operating Revenues

$
$

10,413
812,359

$
$

$
$

10,413
812,359

$
$

(0)
302,504

$
$

10,413
1,114,863

$ 241,318
6,907

$ $ 241,318
6,907

$ $ 241,318
6,907

9
10
11
12
13
14
15
16
17
18
19
20

38,358 38,358 38,358

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

34,669
40,816

145,743
104,642

497
140,854
753,804 $

(6,653)
(6,653) $

34,669
40,816

145,743
104,642

497
134,201
747,150 $ $

34,669
40,816

145,743
104,642

497
134,201
747,150

21 Depreciation & Amortization Expenses $ 106,134 $ (1 ,477) $ 104,658 $ $ 104,658

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 66,392
21,078

$

$

(63,368)
(13,959)
68,170
9,102

(56) $

22,621
1,023
(5,830)

(380)
17,434 $

(40,747)
(12,937)
62,340
8,722

17,378 $ 87,470 as

25,645
8,142

62,340
8,722

104,848

27
28

Total Operating Expenses
Operating Income

$
$

859,882
(47,524)

$
$

9,304
(9,304)

$
$

869,186
(56,827)

$
$

87,470
215,034

$
$

956,656
158,207

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

Total OT Hours for 2005
Divided bye Years

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

- 2008

See NOTE

$

(A)
PER

RUCO DR 1.11.d

San Manuel System
Schedule TJC-9

Page 1 of 3

15,008.5
18,080.0
28,132.5
17,530.0

78,751.0
4

Normalized Level of OT Hours nr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Faotor Allocator Per District

RUCO AdjUstm€l'\t lrt>

19,687.8

28,132.5

8,444.8

35.85

302,744

1468%

lb,U6b)l

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11 .6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

3-Factor Allocator Per District

Total Abnormal OT Dollars in TY

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator BV Group:

Pavroll Tax Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

San Manuel System
Schedule TJC-9

Page 2 of 3

302,744

5,086

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Payroll Tax Expense Allocator by Group

RUCO Payroll Tax Expense Adjustment lm (66U)l

Pavroll Tax Expense Allocator BV Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

3 i47`%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Payroll 401(K) Expense Allocator by Group

RUCO Allocated Payroll by District

Payroll 401 (K) Expense Allocator Bv Group:

Payroll 401 (K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

San Manuel System
Schedule TJC-9

Page 3 of 3

302,744

8

5,086

1

39%

RUCO Payroll 401 (K) Expense Adjustment u> £42/)l

1
2
3
4
5
6
7
8
9

1 0
11
1 2
13
14
15
1 6
1 7
1 8
1 9
2 0
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
30
31
32
3 3
3 4
3 5
36
37
3 8
3 9
4 0
41

Pavroll Tax Expense Allocator BV Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8. 12%

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY

(B) (C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

RUCO
ADJUSTMENT

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
VVinkelman
Miami

Subtotal $

122
115

5
25
5
o

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

Wester Group
Casa Grande
Stanfield
white Tank
Ago
Coolidge

Subtotal $

2,137
20

148
58

(127) -  -
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

Norther Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Su btoial $

570
507
445
199
87

1,809 $

(65)
(55)
(84)
(pa)
(16)

(257) $

506
452
361
162
71

1 ,551

LINE
no.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33 Total Company $ 6.201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (c): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 0.0036 COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

$ 302,744 COMPANY WORKPAPER . "GROUP INSURANCE)

LINE 1 X LINE 2

4 Y/E Number of Customers

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

$

$

$

5 Pro Forma 2007 LTD - Spread

11,095,569

39,944

83,825

38.854

6,201

$

$ 10,792,825

$ 38,854

$ 83,825

s 38,854

s 5,111

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)6 Increase/(Decrease)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENTno . 7
TEST YEAR DEPRECIATION EXPENSE..

ACCOUNT NAME

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ 11 $

477
169,941

1

17

5,560
7,0o0

14,110
357,034

174

404
20,994

2,00o
42,578

1 ,354,047
69,500
98,404

1 ,025,419
100

329,052
124,887
55,596

1 ,064
38,726

1,968
18,355

2
7,831
5,682
1,194

ACCOUNT

no.
301
302
303

310. 1
310.3
310. 4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

(B)
COMPANY

PROPOSED
DEP. RATES

0.00%
See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
400%
0.00%
2.50%
2.86%
000%
2.00%
1.79%
2.00%
238%
455%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
567%
6.67%
3.33%

546

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission 8. Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture a Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

21,821
57,322

174,404
1,227

74,951
2,684
2,719

104,317
17,343

11,633
61

2,998
134
181

6,958
578

$ 4,122,517 $ 119,500

AMORTIZATION OF CONTRiBUTIONS (742, 146) 2.00%
Rounding

TOTAL DEPRECIATIONEXPENSE $

(14,843)

104, 657

Company As Filed
Difference $

RUCO Adjustment (See TJC-8, Column (B)) $

106,134
(1,477)

(1,477)

LINE

no .
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 488%
Sierra Vista 2.58%
San Manuel 168%
Oracle 2.28%
Winkelman 0.22%
Miami 498%
Casa Grande 26.55%
Stanfield 027%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

237%
081 %
527%
6.20%
3.99%
8.45%
2.95%
1 .48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-12

Page1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

LINE

NO, DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. TJC-7, Col (C). Ln 8
Sch. TJC-7, Col (c), Ln 8
Sch. TJC-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

812,359
812,359

1 ,1 14,863
2,739,581

913,194

6 Two Times Three Year Average Operating Revenues Line 5X2 $ 1 ,826,387

7
8

ADD:
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% of CWIP

Company Schedule E
Line 7 X 10%

$
$

9
10
11

Company Workpapers
Company Workpapers

Line 9 + Line 10

$

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment $ (57,114)

12 Company's Full Cash Value ("FCV') Sum Of Lines 6, 8 & 11 $ 1 ,769,273

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Properly Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 38§,i886.

85%

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

15.66%
0.00%

15.66%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 62,340

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 62,340

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 68,170

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (5,830)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (5,830)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 1.68%

3 San Manuel System (Line 1 X Line 2) $ 5,040

4 Amortization Period - 3 Years

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $

3

1,680

6

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $

2,800

(1 ,120)

(1,120)

3-Factor Ailocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System

Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

<A) (B)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJc-7, Column (C)» L28 + L22 + L23 $ (110,511)

2

3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 21

Line 1 - Line 2 - Line 3 $

(12,937)
75,147

(172,721)

5

6

Federal Tax Rate
Federal Income Tax Expense

Sch, TJc-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

23.59%
(40,747)

STATE INCOME TAXES;

7 Operating Income Before Taxes
LESSz

Interest Expense
State Taxable Income

Line 1 $ (110,511)

8
g

Note (A) Line 21
Line 7 - Line 8

75,147
(185,558)

10 State Tax Rate Tax Rate 597%

11 State Income Tax Expense Line 9 X Line 10 $ (12,937)

TOTAL INCOME TAX EXPENSE:
12

13

14

Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

s

(40,747)
(12,937)
(53,684)

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (63,368)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31 ) (13,959)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 22,620

18 RUCO State Income Tax Adjustment Line 13 - Line 16

Is

is 1 ,023

19

20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col. (D), LI)
Interest Expense (L18 X L19) $

2,026,115

3.71%
75,147

I
I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

San Manuel System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

l
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System

TABLE OF CONTENTS TO TJC SCHEDULES

SCH.
no.

PAGE
no. TITLE

TJC-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

TJC-2 1 RATE BASE

TJC-3 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSII'IVlENTS

1 TO7TJC-4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

1 TO 5

1 TO 5

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 . PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTNIENT

TJC-5 1 RATE BASE ADJUSTMENT no. 2 . REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

TESTIMONY RATE BASE ADJUSTMENT no. 3 . REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT NO, 4 . INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEer BLANK

TJC-6 1 & 2 RATE BASE ADJUSTMENT no. S . WORKING CAPITAL AND LEAD/LAG STUDY

TJC-7 1 OPERATINGINCOME

TJC-8

TJC-9

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

TJC-9 2 OF 3 OPERATING INCOME ADJUSTMENT no.2

TJC-9 3 OF3 OPERATING INCOME ADJUSTMENT no.3

TJC-10 1 OPERATING INCOME ADJUSTMENT NO. 6

PAYROLL TAX EXPENSE RELATEDTO PAYROLLEXPENSE ADJ. #1

401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

INSURANCEEXPENSE

TJC-11 1 OPERATING INCOME ADJUSTMENT NO. 7 - TESTYEAR DEPRECIATION EXPENSE

TJC-12 1 OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAX COMPUTATION

TJC-13 1 OPERATING INCOME ADJUSTMENT no. 9 - RATE CASE EXPENSE

TJC-14 1 OPERATINGINCOME ADJUSTMENT no. 10 - INCOMETAX EXPENSE

TJC-15 1 COST OF CAPITAL
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 2,412,232 $ 2,378,598

2 Adjusted Operating Income (Loss) 35 194,248 $ 234,024

3 Current Rate of Return (L2 / LI ) 8.05% 9.84%

4 Required Operating Income(L5 X L1) $ 236,743 $ 185,730

5 Required Rate of Return on Fair Value Rate Base 9.81 % 7.81 %

6 Operating Income Deficiency (LE - L2) $ 42,494 $ (48,294)

7 Gross Revenue Conversion Factor (TJC~1, Page 2) 1 .6286 1 .4594

8 Required Increase in Gross Revenue Requirement (L7 X LE) $ 69,208 I

9 Adjusted Test Year Revenue $ 1,126,215 $ 1,126,215

10 Proposed Annual Revenue (LB + LQ) $ 1,195,423 s 1,055,732

11 Required Percentage Increase in Revenue (LB /LE) 6.15% -6.26%

12 Consolidated Revenue Adjustment $ $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ $

14 Required Revenue Under Company Proposed Consolidation $ $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation

16 Rate of Recur on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and c-1
Column (B): RUCO Schedule TJC-2, TJC-7, and TJC-13

I



1.4594

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(L1 /LE)

1.0000
0.3148
0.6852

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X Ls)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
26.3483%
24.5124%
31.4804%

11
12
13

$ 185,730
234,024

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.y. Oper'g Inc. (Loss) (Sch. TJc-1, pg 1, C (B), LE)
Required Increase In Operating Income (L11 - L12) $ (48,294)

14
15
16

Income Taxes On Recommended Revenue (Col. (D), L31) 44,800
Income Taxes On Test Year Revenue (Col. (D), L32) 66,988
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

(22,188)

(70,482)

RUCO
Recommended
$ 1,055,732

825,203
88,220

142,309
6.9680%

$

$ 9,916

18
19
20
21
22
23
24
25
28
27
28
29
30
31

$
$
$
$
$
$

132,393
7,500
6,250
8,500

12,633

CALCULATION OF INCOME TAX

Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

34,883
44,800

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

66,988
(22,188)

34 Applicable Federal income Tax Rate (Col. (D), L30 / Col. (C), L24) 26.35%

$ 2,378,598
3.71 %

88,220

35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIOn
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), L1)
Synchronized Interest (L35 X L3G) $



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Oracle System
Schedule TJC-2

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

1

2

3

4

5

6
7

Plant Classification

Intangible Plant

Source of Supply Plant

Pumping Plant

Water Treatment Plant

Transmission & Distribution Plant

General Plant
Total Gross Plant in Service

$ $ $

$

627
571,108
951,836
104,121

4,194,584
262,652

6,084,930 $

(2,737)
(2,737) $

G27
571,108
951,836
104,121

4,194,584
259,915

6,082,193

8
g

Accumulated Depreciation
Net UtilityPlant in Service (Sum L1 & L2) $

(2,307,793)
3,777,137 $

(946)
(3,684) $

(2,308,739)
3,773,453

10 Advances in Aid Of Const. $ (432,749) $ s (432,749)

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(623,732)
93,964

(529,768) $ $

(623,732)
93,964

(529,768)

14 Deferred Income Tax $ $ $

15 $

(436,962)

34,574 (29,950) $

(436,962)

4,624

16

Allowance for Working Capital

Net Regulatory Asset / (Liability) $

$

$ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 2,412,232

$
$

- $
(33,633) $ 2,378,598

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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Ùc:m

2
- .»
a
< ea 99 et en ea

I I I I I I I al l

u.
IJ.
O
><

4
<r
O
-J
r-

|

'

O
Z

Lu»-
E
- >
D
< et et Ia he 99 <49 e a <49

U)4-1
c
(D
E
ET
4-1
G)
x i

*cl
9
a
q-
O
-J
| -

I

I I I I l | I l |

§cLm
m ea I

w
| -
z
LIJ
E
| -
w
D

D
<
Lu
w
<
m

<49 99 en 69 89 he ea

'ocm...c
9
D.
G.). >

q) o

3 I I I I I

l-'lf-"mm
":.":.
N G

v' (D
m q-

QQ
N

I I I I I I I

(D
<1-
eq
N

<~'> noO '1ZM*O.l-uJ*
Xa

<

N |-

3
ET n. he so he ea he he ea he

I I I I I I I

coco
com
Q Q I I I I I I I

of
of
<11
1"

1- 80~=a
zl-'3

|:0/|-Z 2

E 88o0-o< < ea he he he he he ea he he

o mEJ-=r 6o`<'04.Q4D
'-.Getcocoonn<:n<\l

|-
w
o
u
_|
<
z_
2
M
o
l.l.
o
>-no
<
E
E
D
w

r- co LD r* 9' N Q
<\l Q OF  N  o f Lr>m
CD W  ® 1- LO (D 05

F  P  * G 9 N Q'
r-- LO o o> co of
LO G) 1- 1- (\| O

v (D

E
o

8_ as
g|-

.2
$820.135
c m
8 E'88849

8 4 4
'UU
mu
a 82
3Ea>
§8'é'
8138
< '8°5.c5¢
E 418
m IU

E - QD.

°'>-
6
°6
E

>- 3§8>
&`n.="&

/ E M

o95
o o ea he he ea he ea E.»-

w
'N'
.J
96

58
>-'E

'E~¢;;0'§*é'°a>.§s1;=_ P g m m
w m x t c -
8 8 3 3 3 8
I 92.2.41I

I

-'a>0 - ,cm * c o M33:5 mO
S
O
4 -o

>
.Q
.J

8 v- N cy: Q' Lf; <0 M
I I I

o§ 8
E
o
o
4-
O

4-3 C
(D oc
o

:°:

.Q

*IH*
E

E:°:
Q.
as
o
Q)

. E

. zL..

3
q)w
m

<

Z'
<0umm

Z
Q
|-
8
(I
O
U)
LU
a

Xcu
|-
G)
E
ooc

s..

- 2
o

-o-I

m

Q A

`*5!=7'~ 0

8§gggw9
0<l-0££l<

2 2 2

>5555§58
§ § § § § E 8 6
£ 8 3 3 8 " a e
8 3 3 3 3 2 3 w.55 _

cm Q. no
_q

ETo
c

cu
32

*a .D
(0  8

D.

3 4-4
1: c

_ 3 __ c
8 D. U) g. 'El O
Ia as "5

u- q)_ 5) Q.
O c 8 as

E
.Q
D..

E
8a.
g3 8... =

8 _ 8
9-.9 (D

2- ED .E
g. - - M g 1-1

m°-EE EE
W t

we 98- 8
ru 8 8 2

83 Wcm-
|-

4  L
E 13 98 (D

___|

E

8
G )

C o

-,gm
Q.;
o.6,IE
Q_m. Do
38.*
$ 83 3..a mo z
<

jg<
.E
U]
0.1
u
c
as
8<

088
"5g+
3<=,
.=3o
c'¢ES
830E|-§§§
3 <O

' c
9
a
"at
D

m

go
<

:J
8"

n :
' a
z

1-
2

. c

| -
N
vs

<£
<6
_m
_I

3

8
LIJ
<gum

--up'El-=§o¢_
<|-

58898895
c c c c c c c cEEEEEEEE333333330 0 0 0 0 0 0oooooooo

|..

6
8
i -#ea

go.D§<-Pe
88

Ew-
8 4 - D

.693
AM

888
o >-

8'
< 0 8

N.i:: o
Lu .
z  O 1- N m <r Lo co l\ w e ca

1.-
P Cal W) -<r

1.-
LD
v*

(D
""

N of
\"" 1'

1



1-
Q1-
mN

| v
Q N |- coQ m ID 4mov-
1- (\|1-

*TI 1-

¢ "

l .LI

-. --.
u-v m

ID Ra
ID v
no UP
q LT
l.r) 1-

G! N FT aso 4 ~uLT r-- o r-- I
we N N cf:
v N NN r--

u1-om:-> r-'=r|--\0:\|oo|.r>\nQ":'°lQ9'C**"'*
NP :

N

l"- r- m
r S  . 4Q m OW 1-

. 4
Mn

lf) IO
1- 1-
1- |  1-
of

as
6
8
-nr

5 I  8
3
coLf)
"L

co
Q
co
lo
I;

Q co
8  an

mf
Lm
-:r
1-

8C 1"
m 8m N
m 1-
CRu an
D.

w

<- v-

ea ea ea 69 he

E`E"'
cam e

>~...won:
2 8 3
8 0 4

O
O
W
| -
2
3

' U

g
(D

'QE
.-1:L11

8388<r§>-
4

~<r v<0 <0I w W
v  vN NN N

gr;
v
Q
co
1-
1-

l I

ea UP he

I I
Lr> :faID -=r

l 'Q Ga
W LDLD 1"

N m
| § x 3 .8

we Ru N mW N NN r--

a I 3 "1 389 Inm -of mr--NVS W 1- W 1-
N "2N

r- q |-
r~- |- cnQ r- v * °
P- v* l.\lD w oq 1-

v'
1'
noN

o N r-- wq m In wr
<4 sq1"1- CO1-

*I
I ID I

ID

9388":°Q°%
"mu§~=a
we tea

ca m LD(D -¢ Qo N of
(D co NIf) 1" P-W1- LD

8I co
N*r-
LQ1-1- 1-

cl
5 33 8 9

O 1- 8  3
m ea no
8 cm1- \.G.)D. es 69 65 eat ea

N

85,>gg 888gg8883~88888;38;;
z w e m m

o

803530305303 ¢DU>uU>08OJOJC.DC5JC.T!mmmommommmmmmomummmmwmm

§ et E 3
889§§§§§33§§§§§8i§§;'§§§18§§§§1j5§ M 8 m

m : : :: 8
£Q88888éégg§§§§§§§§§§§§§§§§§§§§§§§§

` 3838 35 8" o|- GJ up
coco

cu(D

at
co
m
2

3
o
O
Ia
UI
m
GJ
5
lt-
o
2

as':m
E4-vUI3
'o
<

0)
88mma:

somr-m

o
.58
.EE
:J
2
m
Od

2
G)o . >N 28 o

z
Q
| -
8
no
<.>mLU
D

D
m

z
3 8
:L c

:
.Q
.Q
o
m
a
I

1\
o
oN

'O
C
ms

E°5a.> "é"no 8 Q
- _  8 5 3

'=--|-

Q E 39-'6

E

Em
:|
28̀
<

m
:\1..
O
Q
<1

cc O
.Q TO
.Q 'Gu 4)
2 3.
8 8
D y
3 2
3 3
E E3 :sQ DQ 0
< 4

3
in
o

4-o
m

83
.Q

*crawl-* E -8§W§Ew3° 88m ._4 8 0 9 : D m

u
2
E
an
<111
2O.
4-1um\..
D
34cmo.
Eo
u

E
2
D.
13
.g
D
O
u
3
M

*vc
m
E4-»m
3
=8
<
4-
8

g
32 .  5

'gr
288:33

§3§388
=§=83.§€888-§88n§8§e
38933

8 5 E
E§°'§

8 88.53338 8 38 =5

as ~a .,§§§...» .3.- §§-»;§§§§§§ § 2
~-~;_ 4 8 e 8  5

se8588§§§§33s3E.e§§.»3§§l§8§§§§8§
8 § - .aafmcu C 0.1 m a.> no an E z
9 1u.C

§ 32 3 .818 3
El - '

!§!ll8ll§lE§3§£3§8§§8G)
E

39
c
.92
Q
c
GJ
CJ
m
a
a.:
Ia
ea
n:

8 ET
Ag;
all E§983
883
8888
3 8 8 3

8 3E a
2 9
:>~"

'188 :
ouDHz §§3843

u

8388E w3 o§
a~~=..,
a§§%
. . = 9 ~
s a t i
8 8 8 8

|- .8oS88333'8§98358°"""""9»8S§'8388'33
u1 .

o c~.lv:vu'>¢o¢-cooao nc*>-=¢u>c.ol-.ooo1o weJ-ru'a<or--ooou<:.~ c\l<-1wtwn<or-ooomca cum-ru><ot--aocraca§ 8 l w " * w @ " w w ; w v v v v n § n n n n n n n n m ; m m m m m m m m ¢ ; v w w v w v v v m m m w m w w m m m ©



Cal |
q) O
Q O
r: N
2  : =
m m
m  a l

1-

1- m LT N U) co
ro 8 o we Q 8* '  N | rD r- r-- '
o an we 61 r-- om 1"" q ID m

N r-

4comm ooooou'>8 oou.nco P O W
* C ¢91nno| -=r:" '1 -

uuroaaooco n m am-=r\-oono cuckoo
cuoq -1 1-

N

Nc"'>u pp u U)
U) 1-N

|*-  Ru no co n o  4 co co
1 l J  U )  v 1D |"- (Nl C*I

UZ 1 I m_Q "Q I of
m Q- (q of to1- LD f- | -

Q Q
LO gr)

3 ' ~°Q
l*- l"-
uJ 10
|*- r--
' Q ' Q
1- v-

anno
o m
sq
Lf)
r-
'Q
1-

69 68 ea ea he he

I I I I | I co
m

E--»
2'-=I~3¢n 4~»5
<3"6>n
Quam:o»m
948

f
<5
I -
2
3
8of

8 I
=38»i

8
mal

'Er
vo
m_
co

m m 'm m
q o q1-M!

I no No coUI \"
1-

o q r-LT Ia
<r_co
|--  N1-..

I N coco I -  'Q w | co4 m r - 4 t -|-- 1-(D m ca \ cz:
o  N N 1- co (D
1- N Nv-

| we
'it
p.,

c o m~¢<r|--
Q I ' . : ; °

30 3 I Ea"
o

" : * 1
Lm ID
r-- | -
: Q ' Q
T ' 1"

-.m

ID
O
t
Lm
r~
ID
1-

ea 69 he he

8
or:
C
GJ

§
w

. 3
1:
q

T*
we
n.
1-

T*
':r

,.:

1-
we
n .
1-

69 so as

8
c
G.)
E
mL..
4-»
as
cc

E?N1-
N

18
m
*Q
m

FJI9IF~T
oocnr-
1-Wl""""-4* -4

a
~ Q ' = °
co

§
<6

| i

ah he 69

nom P-
r-8

10

m mof LO
*": *_
r- l"cf:

cm
1-
et
1-

cf: LT
o *Q
IQ UJ_
1- W

IO
1-

m of on1- |*- (\l
'Q <=at~=ID 1- 1-1-

1-
UP1-
1-

1-
wr
"L
1-

we  n o-=rr- ID-ErQ "L
pg mcoC\I

no
IDI 4_
of
c">
N

I I
m

c

o

E

3
< 1 1

ea 65 ah

8

r -

ia'88483§§§5§§§§§§§§§§§§§§§§=§§§§§§§
3 p- w e Ia i n

E
8 g ET E 8

283§§§§8388558888§§§§§§§§§§§§§§§§§ G)
ED
m
i *
'DG.)**m
U
oIamm
o.>

. c*
lo-
o
8

U
51.*m

a s
o  ~ 4

N 3
on co
ID

3
___um
o

cm
c
c
m

8Us L
C.)
5

>~ n.
o . 3
N an o

H
s:

z
Q
| -
8
ac
o
of
LU
a

a

r~
Qo
N

4 8  3 " . " `C *v IUgéaqii
QE g 83

E
E
UI
: l
'U
<
t!
z:
2
D.

E  8 9
3

I

U)8 u-3 o
c 3986Cimtr 5
}%®8.§'30

U
2
if
on
44-v:
.fsD.
'CianL...
D
>»:IU4
Eo
o

'Ca'
8
Q
o
O
n:

> Q go - .CD C W  8

8 83 3833 2 : 2> E 8 §4 8 ..I g* -s
8 §§ 88§8§38
3:-..,,,,, "» 434

858388888383=3§88!§§§§§§§8§§§85
.2

.?:3..6.~;a m
E

5 3 5 83

531538582, §§l§llElll=§§§ 'F 9 4
Q; 3§§ll§=;§§;§l=E' l`3 9- 13

CD1-»
m m m

of:
c-9
r-
on
cf:
6

.QU)

D
I

E
8ou
<1
3*c
.g>u
ea
D
m
aaswU.)
no

1 49
15;
§ 8

33%
2 8 8 8

8
3
8

=§
go
§8*
38

88

33
83

4-1c0
Ewm3
'D
<
'ES
z
O
U
ms

§§ .4
3322338§§
3883*
8488°§3§§§888-8

3:88

388E' E-5a$§:/=sis
0493
$388
s oz6
8385. g m 5
3 o|8E

'5
99§§ 1-

9 ¢ ,
93538

9 m98<->.-,§.-8838333

§3§§§vmesawas
"=°§3

ll1 .
ca n m - = r u > < . o l - c o m o €\I¢""J=1lD€DI*Q3G!C3 n<~>-4lu>cc>r--ooauo ¢\ lm wLr>cor- a:o>c:> n m - = r Ln » : o r - - n o c n o§ >l1 ' t \ I C"3*t l0¢DI *5933 : l - l - , - 1 - l - l - 1 - 1 - g \ l § g \ l ( \ l ¢ \ l ( \ l { \ ; ( \ l g \ l ( \ l { » } ; ¢ v g 9 g 9 g ¢ » 1 ¢ v ) g q ¢ q p 3 1 q ; ~ q q q q r q t w t q t q r \ Q L f ) q ) L Q I ; ) 4 j u ' } L Q l n u ) ©



~1c:»c:>1.r}c:>
~ 8= r &»u'> r - -

I _sq _ ' q c q
1. nr . ocnco|- -
c"'>~=r 1-comoN4

GO m ea
m Ga w

I  Q  4 ;  * _
C\I l* we
ID to Q
Q 1 -

N ~ = r  N F cc:
C"J LD m ~4 4

'  < 4  '  Q Q  1
m N ID
(NI 1 -

I

co m 4 ~=rN U) no mt' aD o I Q
W -v m m
qs N N

et et
ID ID

e=> 69 69  he en

r 3ID
4 9

* Q |  " * 1
W 4
o
"" ;
1-

Q
|*-
1 -- 1

m no
we CD
: Q

8
l"-
- 5

ea

| I I I I O I r - - r '  I D  f r
19 l"-

m I
1 -'so .ba'.' '<===*'-8 'F-8 'we go

1-oc? l5or$
1 -

1 - . ¢ f < €
4-

88°
°"z'-3
1 " Chi

m

ca

8.
N
cf:

1 - 1-

E 3 l E4 1
am: =h-Er Wo Q

"z "":

nr:1| 4
'Cro
*:1-

E...aJ¢:!~-m
9 8 *cm o

-"ofm o-GJG)a====_ D r u
o ff

8
8
3
-8(D

8 .pa:
.59 8
U U
QmQ.0,uJ
o

ea

1_ 1"

he he ea 89

| | I I I

mcmQN

_'Bcm
3m:
'D
<

6 9 he he

£2
c
(D
E
E
"5
r e

A- .»- .
8 4 9
¢.ol- .\ - i . #

8
QN

9N
<4C")

9
N

'  '=c
an

e a 6 9 e=>

r - -  o
1- 10
Q "":
we m

8o
atno

3
vo
ID

m
ca
ID 88

1-*lU)

r -
r

: Q
1 -

if:-Er
Q1-

F W 61
o f  N C "J

9 :Q
'QT 1- I*

-Er
c~4

N
m

|  c o
r -
we
N

I IID
c

.Q
: ' :
'U
1:1
<1

he e n he

|-

¢a 2"- .2 6>?.-3<>?»"1'<J= Mn6 -  U) lf)

Q
o  89  OF ID1 -  a -

c m Lmcm Lf)on 0  n r :
o

§ ff E 3
aH§§3§3§§§§§§§§§§§§§§§§§§§§§E§§§§§§

3 .2

s

8 88 :Esa2E$a=s sax# § §§ §285§§§§ss§88$§§8ss8§§§ § §
mu: 8a l a :

at
UI
m
2
u
8
IB
U
o
m
an
m
GJ

. c4-4-o
8

41
c
ea
E
41
m
3

25'
<

c  o
an
m  u

m
o - nr

N 3
ea go
10D

.Q
3:1
2cu
O

tn

E
. G)

an
m

5

35Q .
N  v s  3

c

E _|

as
an

z
Q
1-
&
on
O
U)
UJ
a E

*3
E
E

3 8

Q 4-1
8 88
.J 3 E

c.>._£: 3

C
.o
'3

8 3o cu

8
D.
ng.-48'

*§~&*»uin-g
gm 0_l..9Q.E§~ ea <

c

¢u'clé

I

m us_.ea441C C

8 8

.38
§§
88

E

83
85
2 i

E  . o z

>-
Q.
cm

.Q o
C .En9°°'E>

mm.g36
"'5 tr8

m  c u

gt D..  B. 13

uan

to
<
c
.ED..
'Ci
2
D
>~:auQ
Eo
o

0
E
W:
-3
<
8'
5
D.
*5
g
D
o
o
D
M

>

E0
gm:
'B
<
m
o
o
Doz

22 § E
95 3
§8 >e
3888;
32088
8838 .g
99-38@888-
384

.9m m (U

88
D Don:

8

8 E E 8 g |- E
3 ;§ '88 § 8 3

8 §§§E~=°§"-;§8§33§go § ».§§°.%°*3*28.E8§ §92"§8§°§§s.9a
§'.=§2§38'.i.§3<"5§é'3.3.,..Er9.,,§8388§§3§§a§".§'

m
m
r -
to
m

z
:
.Q.9
D

I
'es

go
> -.
u

. Q

8
G)
a

G)
E
G)
m
G)

n o

8
§ E;
:883

Q "uh
8 8 8
8 8 3 3

o1.C
Q . Q . D * - "" ¢§Qq:W9¢<IZI.853..3

...;. MO
U ' i m o o
C c Q O 1 - O 3

1 » - - - - <.: u u c.>
Q > o o u u o u

I I

| -96 mm*"vo+mmownQnmwm©mmo'Fmvm@woooc»'oc°-nhlwmmmmw1wrwr-4vuoooucwma>mo>oacJ>mzmmm m mmmmmmmmmmmmmmmmmgmmmmmmm

8
D9 E;

83".,,_,§
UQ9_m
9838?

. w :
3882 §6

3 2
n m w M Q W N M W W M M M Q Q F N M V M © M M O V N M ¢ M W N M M O

v v w w F w F F F W W W N W W W W W W M W W M W M M M M M W W W W W W W W W W W W W W W W W W W W

86

co

{\l¢r,n:lL¢')¢Qr_dJQJ{)l-(\lgq<y4j(QI\_¢gg;g



m cy c*>1- W OF
| 'Q *1: <4

no Q)
(D v-

o o a m m= lm r o c n' * " ; * ; " : ' * ; '
: *:c \ Ir-1 -
m loco*Q r--

4 o Q ID C")ID "=r no ID Q»QQQQ4l
m go m no novo 4 1- no |--

N  Q
N

m u'> w».n IO -Er
'1<*! '1
gr) | - 1l*- oo 0W 1-

N
c'a

u pp s

Q s
N

n o a h r~.uo|-
tn w m u m

8 8 * ' ° Q * ° " 1
N 10 TSW !-1- LD g

Lrf

|-
no

I t~=

I"\
co
m

o  mco Nr -  N
3  v -
p-

8 §c N
L" 8m m
m R

1-
1-
<4
10

I 3
of

OF on

3 <1®
1-

69 ea ea ea he

| I I 1 | I |*- of
U) co

w
r-.
°1
N

\ 1 1- |
1- W
:Q LQ
1" W

m

I  11 onoo
on Q1-

s- 1-
no r-

ID

I -=r r- co
no ~a U3
"L *QQ
1" FJ (Na
Q*

I  Q I  N 1-  m co I  (D to  ~a
4 CD l"- m -1 orI"- 1- ID 1 1 -  e q

cf: Q
1-

weQ)I Ra
owr1-

I
§§
w-O1
"" <*1

'Kt
of

cf:
m
ea
m
W
Q

W
UQ
1-

i s
co
02
cf:

EE"`*mm"*5
"ea>~,_,'¢
(BUG)
a>98'

6 4

0-1
O
|-
8
3'om

. cu
w

C I
2 G)
Q W. 5  5
q)
Q X
q.) Lu
D

69

,_ ,_

he 89 69 69

l I I

<1
8N

m
*
C

q )

.E
w
.:1
'U
<1

he he he

.52
c
(D
E
m
pa
cu
cc

1-8o`
aor-c o w

3;
8

3
| 8

*m*

69 ea he

(D
C
.Q
=5
' o
<=c

m wF  O
we n.N

ID
m
1-
1-

no
¢">
et
UP
we

co
cf:
°==:
ca
1-

1- W
we cm
et
N

to

8_
v '

1 -
qr
" 1
N

N N
cm C J
r.o_ | : Q
au UI
o f m

en he he

883
8 Sos 8Sm

"8 m
"Rn g

°88.~

3 9 8 9 8 8 8 9 3 9 8 9
c > c > ~ , g a a m m m m m m, _ , L nur J : nu : mlnm

§ 2: : N

@§888§88§83§33§§§§§§*§*TT§§§f§§§f§*
g*.§ sex 3 .2
§
o v w - F N8 § :::: : §

2%§§§3§§§§§§§§§§§§§§§§§§§§§3
9 38 8 ,§CD ll)

U) w
ea
(D

G)
cm
m
2

.9u
ommm

4-»
c
4:
E4-»
as
3

9
4

Of

;to a
E
G.)1.

' u
2
83
_o£0
o

mmr-nocm
d
z I

>-
>

3 12 o
z
Q
P-
&
re
o
cm
u.l
O

z
4-»
c

C
.Q
m
0
an
Q

8
C 1-1._<.8 44
.Q 'Bo  0
2 6.Q  0
GJ D
CJ 'D
U eaQJ 1-»--» togo _

3
E  E
J  3Q Du  0
< <

r~o
o
N

1 0 9  Ei v  c

m

Eascm
q; :
Q. $ . -

0JC }-B.EEG) (Lm.°Q. -9

o
<\=.Q
333
8

e
a.>
.D

CD
D

° E s
=»§ 3 gt

I

3
EoU
<
>-oc
.9u1:GJ
oI

i al'
893882 3E§8§§§§§" 543° 8?.921-I-»-9

E'E'8'"38

' U
m

E
no
4
1-1
c
2
4

*a
2
D
>~
:
ro
Q.
E
o

U

E
nm
:

' U
<
H
c
2
D.

2

.g
o
o
o

m

- 3 3 4 -
8 6

| *E
3  2
ii G.

8' 8b k

38
O M

'E
m
E
3
:
D
4
m
z
o
Q
D
n:

E ET -3 §.
3 5 £588 *
= E 3 3 ~3 38538 I E 881£4 ll

89953384§!!;§§§§§§3§§383§;8=
H)
z
4)
in
GJ

I Z

g
8 88
5238
8888
8933
3888 I I

8
E
g

§

3_§ gt
35848
5§3§w8
88888§==§8°§§§-5
338843
§2§§§§

_8§§§§§
8333383

\ I

1° 1 - ( 9 9 1-. n m . . v o wanna: n o n c o m Qu : c o c o o n cf:-au>cor-oo9 9 D D o m n n m m w v v w ¢ v m 0 w m m m m m
Z m c c m m m : ' > m m m m m m m m m m m m m m m m m m m m m

o . :
Wu:

383
a$§=»s=°s
2 5 8 3-as% § §
3éa 8cu...o§
:N>>-o-1-&
8 8 8 2

m - a .

l l _ l .

z O 1- o we-a<rln<.l:>r--nocno <\tc~'J~=rm<.or-ooct>cJ n m u m n <. o l- - o o o a o n<-'><r».ocor-aoo>c> mm==r1nco1-eoctacaN " w @ " m v v w v n n n m m n n n m n m m m m m m m m m v ¢ v v v v v ¢ ¢ m m m m m 4 m m o



I N r-- r-- m 1
Nm|  m
o>N

8<\I1-43
m<;>"¢

sq Q p
on Q

N

\
m 8 Io D
c: €\I

L' ES
(5 c~'>
m go

no UJ m1- no m
W <11 no

o 0)|- 1"

8988
8""l58
W l -

-4ca LDCDno"=r 81n1-l c > l n c Q u r ; 6 ; ' n n o ~ = r
cnoo8
`"3¢.»

N*

1.66my

W 1-° if)r- cI l"-
8°<66m oLD v

w w w1-UJID
'1=Q"l£
r - -4noLD of

'=r_
In

Nco
I ~_

mof
'=n
10

3? I 9
t ' T*
* * l n.3 8
U) GJ

,J :z

N D
:Sm
:qua
if:
m
U!

1 -

68 ea an he he

| l | | | l  N1-

8-E--w..
';,c:. o
U)-510

298o- cu904
o.;

o'
|»- c | §

sq
m1-

Q o I
2813
1- (D

":r

| (D 1- | | | r
|"- m ~:r
no Q et GO l"--

1"

1- C
r - h-
*z *QLD v'

LD

1-  Q  |
(W  M 1 -

1 "
r '  Q 1-

(*J
c f:
r-

1- N or- I Q-CD o o
m on o Cb
1- oqv- no | Q

c"> W
we
1"

0.1
1 -

1

8 8m

9 xgm

-=F
* T
1 "

I\l`
1-
°l
3
91

"L

8
U)

v" T'---.r

* * l
nr
of
CD-

.Q
: I
'U
GJ

. c
o
U) o

69 he ea $ 9 e a

| I

mCD
N

£9
:
m

§
m
: 1
'D
<r

so £9 ea

8cG.)
E
2
ES
no

3
co
Ga
1-

l -:ooo
cnr-<".l
co q no

1-

1- 1-
r - |-..
vo I 'Q
we we

I I

ea 6 9 he

in
C
.Q
11
'D
'U
<1

r--o
'Q
'=r

Ra1-'
ID

1-
no
"1
CB

mr -
"".
rn1-

ro 01 m1- W iD
'IL 'Q
1- G (9C") 1-

m
1-
:Q
m

1-
ID
cy

co goCD ID
Q  I  Q1- W
m to

I I

as 69 $19

l -

EE E 8
r-Q 8 - 3 8 " * * 8 8 8 3 9 8 8 3 9 8 $ $ $ $ $ $ $ B ¢ $ " $ B 9 $ $ a E $ $"8-3 .§§a3§28ss8ssssaassssasgsasssss
z 8 mm w 8
o

E
8 -- -

2884*

GJ
CD

-- 1-3 -_ 1- 8
-§88§§§§§§§§§§§§§§§§§§§§8§§§§§§§
S o a d nduuuduueuuuuuudu NNNNNNN.2 as s s

6
m
m
2
' o
£2
.E
u
o
in
10
m
ll)

. c4-1

U)

3%
noLoco

E0

au .-cu u
i i
ro

u
2332mo

79 .5
8o . >N 2 o

'oas
.9

c

Z
Q
| -
8
no
o
(D
LLI
o § E

i n 8  E
8

I
2
E

4-»
:
0

E1 »
no
: s

hOQN

E _|

'U
QW"_JOE
Cs.-

:1'Uh

3
-E E 1388§=r:'E'§,_.n.

gm a£'.ca.E 3--<9Q*-H
2:L

a>NEq)Z."Q.<13 9
. ' :
D

mc"'|~-mcf:
6

c
ft*

D
I

E
8
<
ohu

5 6 ' 5Wang

41

0
EHcm
3

' a
, g

s-§ 8 3
88
848;
53388;
8 § .

8898
C
.Q

I

(U
_|  m c 3
E E
m m

8

4 88
3889
§8§
4883
333-

I

E 8 .s

3 g 8 g 8

m §§3§=;3§ Ag
_ e 5888

8 3 230.l:1.°
u

Ru
n .

O

=5'
<
H
2

9n
D
o
u
D
no

'E
E§

E
° 3

9
3 3
85
8

in
E n .

*a

38
is
83

=5~
<
To'
z
o
U
D
no

3 El Iii' IS 33

'a Ii* =3 3E~l§llll§§%
44428§8§§;@§%83§§§§§§§

8
GJ

D

cu
a
as
Ia
0.)

M

Ru £ 9 3
> _cu_: g o

Cr> o

1 3 3 8 3z<<1r I I
I

I

2888

I - w e 1-. cum . v o unooo n o m m v rn cooo m . ro rancor-oo893900091-n§c4nm3m-==|44-Q-=|<rwro0888oa8oa»o»mcn< Z m m m § m mmnmmmmwmmmmmmmmmmnmmmmmm

8 §¢'>
8===8o"'°'9 0 . 9
E38-3
¢ u d u J =
3 2 8  §
8 "
84885

o r - : L

Luz O
3 2

l_ G mmwmwnmmo nmvm@ mmo nmvm© mmQ MW W WQO W WM MQDMQwwwwwvFvvF WNWWW WM@944 49 WWWWWWWWWWW @WW@WWW@©



no cf: LD
1" LD W

' -=r <4 f
co -=r|- cu

l"- N ml 8 FI 8 8 I
N N N EDof f t-.oo on

gr taouam
\ -'Q*Q"'l*wncoaaaomo'.»<r 1-coca

M Qcf;

ca LD l*-:Q r-- |"-I in LD
o r- m
-=r o oLD 1" 1-

Cal
("J

' < 1
C J
N

~=r C*~I Ur: (D
m  R a  N  v
e t
(Nl

noonnmr-
p ""{'Q*Q1-' ownrcv

(NI 1D m
et
CD

O
|--

| LQ
N
U!
sq
go

mc:
¢.DlD
's1I.r>
LF)
co

8 I
cuQ O
C N
E 8
m (*J

m `cl\i
1"

r"
Q
gomF
9,

! "
c o
v

Q
no
Ra
1 -

'bl'.

1-»
N

he ea 69 48 69

I I I | l | l Ra cf:
I 8

l 1". .  1*

35;1- 03
-nr

I 'LD "-r-- cf:(O et
1-

* r 8 * W W |"-
r--
t U!
ID no

ID

98.3
' Ramr-

t" N v- |*- I m co we
C! M ID1-

m RaCD

c-Jof
we1-

| WI
mco1 P

|
83 - T
1- 1-
=f Q

no
m
1-
N

1-
|  Q

CDis

E-°-':".m
a - 2 ' ->»9-°U3-649
2 8 3Q -QM8 4
Ou-

cb
-.1
|-
2
3

3
-5
(D

c
8  3.to C
8 as
L.Q X
Q LU
a

1-
Q
coC"J1-
8

1-
N

69 69 en 69 be

I l |

w
8N

.23
C
Q)
E4-r
i n
: s
U

< (
he 89 69

£can
E
8
ElS
no

3.-,*
Fw-
n.
93.

666
£D1-J"wmv-.4 -s.:

1--'
Q  |  Q
N Nv' 1-

69 69 89

Iac.o
:°-csCJ
<

N§8
LD ID

m

UQ
r--
wr
' i f

r- r-.|-- GJ
<44
we ov DJ

(Dm
* .
nomr--

|- o v
1- r"- |*
et `=r_Lq
CD N N
CO 1-

r-F
Cr:

WIca
Q
N

1- 1-
cf: cf:
et I ""l
m (D1- F
41 "LF w

I I

89 69 he

` - -,_
v-<-

83888818' ;85888%9

O

1' n.

iw§§§§3§§§§§§§'§§§§§§§*****§8*******
z »8 m% fn _g
»=
§ g :: := §
M n 1-p 1-

=§§§§§§§§§§§§§§ § g
S | 2 o 8 8 o o  8 n o n N N d N d d N N N N m a n N N N N N N N

mm 10
s§al§s§§s§§s§s§§§sg5s55555

2

( D
w

c u

_my

' U
*cg
m
O
o
an
m
m
G)

. :4-
4 -
o

-FT

88
348

D
2?
3
: |
_o
m

O

Q ' s

._.sol
V' o >-

ca >N  2  o

'U

z
Q
|-
8
no
O
wLU
D

E 9
U
2

i n
UI
<
4-1l~

oo
N

_J
>\
Q.Q.

.caz

C
3cm 8 Q.CD c

ea-~*
E - l.1.1l:Lm® 8 E ; ¢ EEEG) (Lm.
NQE;"*9:\Cll-°"

:
2
D.
'8
.g
D

as:
m
Ean
:
u
<4-»
:
JE
D.

4-»
c
ea
E4-¢
m

=8
<
c

c o

*ea 30Q in

93
D 'B
o anG) 4-9
-- Rum _.
8  3
E  E

Q D
r.; u
< <

I ad
c

3  E u

I

m
G.)

. D

9 8

E 8 5  * § z

3 538 E3 83-§l§38i; E
._ 3.~"8§" 8848

§;§§.§§§='%
§§ggg§"§

>:
N
n.
E
o
o

*u
ET
D
o
O
D
as

comm"cu-5 3

of.
538

88
o n :

g.,C D

8'
o
gm:
U
<
'El
z
o
o
D
M

5 l 583; Ea 38s 4* ,Q it-lillfllsi
4;889892§8;8§3§3§3§§3;2

cf:cf:| - .mco
d
z
c
.Q
. 9uU.)
o
I

3
8
<:
>~Q:
.Quu :U.)
Q
m
aGJIaGJ

ac

88

3208

3888 I I

E

3% 3 E
322:38

8883

381811
9 8 8 ;
838

8888888
33333

I

»- . -my 1-www v o m m nommvmmmmo mwmm mo o o o o o v n nnm mwvwvv wmm9 mmmmmmzmmm m mmcommcommmmmmm m mm mmmmmmm

§ Es
838...-;,'°
§ § 9 §E:i'
gage
" §

§-,°=
D 8

L u .§ 8 l _ N . - , . 4 - , ¢ D , _ ¢ c , m c > : n m » = r L n ¢ . o r - a o o a o v c - v ¢ v L n n o r - n o o > o 1-{"~.IC"J*.1g)¢DI"-MClD\"(\I(">1Lf )!.DI*~COCI)C)*C\lC*)tLD¢.Dl*-CDO)C)v v n m m w w w m m w m m m m m m m c - ' a m v o w f n v v v v wv u u mo u u mmn o n n mn u a u u n o



Q
m 6u 8oz
52 8m m
m EQ

m N m
y N cm
-Cr '1 'Q

c-> u
UP N

ramcooucn=.l0oo'N,*;'1C'l
ummno P-|"-no no

I

4 Q o  co to
8 (NI of N oz-

I Q gp T' n_
Mnm  m  (D N
m (D v" O LD

<° r
cf:

|~.- mna
"~Q'fltll »cu_

o m-8

Nco
' Q0)N

N N Q)  co 10 no r-- I*
w co N  W 1- U) U) U)

*Q Q- I :QQ Q I Q1- O W Q- 1-
N co as 8

LE i i

|*-mm
1"
8_
In

4-4 ,--.
wwwCDGJP-
*.'QQ
1-¢"J@
Q **£
53. EL

o  N
1"- o
Q  Q
<"J 1-
to

8
c:>
Q
1 -

e°e|-G)8U"5
175>~_,_,*
(DOG)
a399
gram

O~<r
so ea 69 he RaF) et

| y- a
N

I | ( \ | |

1 -

* Q

|

N

u > C a l I

c s c o

Q  ' Q
( \ l 1 - -

I O

I l»'9 m

m 3
v '

I |~.- I* 9 C) v' M

858. 333
».n co gr) q N

(D 1-

| c f:
c o
r -

| =r N LT |"- i l*- ID LD
Q LD m ID r...

F) N
of
1"

ID
|--

| I*.
N
of1"

I

Nr-
Q
3
N_N

I
<.>
" )
| -

. 9
3

' D
a>

. C
o

C D

8 |pa 4:Eu an.5 8
'8 x
g m
Q

| 34 8go on r-
"*:'QQco (Na -:r1° <"J Met N
8 of4.4

uh he H E he ea

»"4
N
LD- 1

NLD 3 c1
co  ca
v ' C"\l

rf

m co
ID LT
'<r I v

t - .

Q61

. 82
C
e a
E4
Ia
:s

1:1
<:

Wxi

he ea
8<: ea
m
Hz

13c
an
E
2
' i i
r t :

A-4
1*
N
Q
N- 1

1- 1-
N Cal
Q \ Q
GI N

34
c
m
Q.
E
o
O
Lei
Ia
GJ
_...I

I I

as ea e1>

(_

m
c

.Q
r :
1 :
U

<

m
LD
sq
(D

LD
in
1-

o
no
"L

so

1 LD
r-- m
'Q *_
1-- Q"
1- (D

| " - ( 9  y *
8 D ( D

_  " =»;<~1
q co  m

m
cm
an

-=:r

r : >

wem1-
1-

Q c:Q- 1-
Q | Q1- q-an to1- 1-

I I

an 69 en

1" 1- r-
1" 1" 1-

N

83888»9'838%898%838'£l£8-$88

8z w e V)

o

mmmmmmomommmmmmmuvuvuvuvuvnomnomnnnnnunmnuuun

,_ é§*"' "§ us: xsxsxg saw Gs #see

.2 83.3 33Q w
'E

4 § Ea E 3£ai2é§§g§gs§§§§§§§§§*******§**§§§§§
w e W

1"

.2 G J

E u

c m

on
3%nomis

cu
.C

d

c

U
59
_cu
2
_o
N
o

7, 8
m

>-
.>

8  E  o

'U

3
z
0

(D

z
Q|-
'L
cc
Ocmm
O

:

E C

3
nm nr: Q.

c
E

*. 8 EE: u- mea §8 9 3* n.

CL3-E 3 n. 'JB
3

E
85

°̀é'o
E
m.:»
'E'
<
'E

I D
C C Q
.Q o m 8

3`°55-mg

hr

u
E4-0
10
:J

I §38
G J

*" 8
*g E E 8 8 s

8 E Y E 8 8 3 3 - § _

vo : 82,3 8: 3 §§§3§=§~w8§§§
= I 33§"'§ g 4 §'S§8':';-82~§=3.88§_ , §'§%8§,%§%§ é-5.§£'8§§8§i8

ava88 \u 5 cm "' 8l-*38s888ss§3§33s3§8§E§§ 848838888 §"

2
D.
D.

tn

ea o
... kg p
m l ! ! an883885

N  w  :  E  8  O

: 1 3 8

g o
3533m-

E§E3 g8§
8»-

R u

u
2
F.
en
<
:
2
D..
*.s
8
D
>\:IBQ
Eo
o

8
G.
*5
2
D
o
o
D
no

m
m
|"-
on
n

z

.Q
in
U
q)
a
l

E
8
4

9
.9
o
no:

D
m
E
m
cm
G)
no

8
8

4 8 °QM§83;

£888
9 Ru 'cl  Q

3
8

=.8

as

98
3;as
4:
88
28
i s
go

L5
4
5
z
o
u
:J
Cr

L. QE

I

853888

8s
H

5

28 E. E

83 Sig

3388;
83§3§§
§8&§i§§€3§3§
93e

8

3E' §8
8382
853%a ; ° %pa .ii
3 2 . 5
8688§§§§

t - w a v 1"E u " ' . v o M m e n o r m w u a c o o o m c*>-=ru>cor-oo
8 9 Q o o G D D w m § m m m ; m v w w w w v w m 8 Q 8 m m m m m m

l~

5

Lu . o c\lm~au>cor-noo>o nco4Lr>co1-coomca nm-=ru>cor-oooao n m v m w m m m o neo r.ot-novmo§8Z""*""*""'D*"°°U'1--1---1-\-<-1-1-n§nncvncuncun<f> mmmc4c¢c-acnm-4gvewr~¢u-w=r-=rvuu5u':\rJ88l.o\.r>l.r>u>a:>



ID

m
1 '

8 I QB I 1 I

a d

| a I | | | l | 1 | 1 | I | |
r -
1 '
1 ' I I

ID
r~-p.. |

E 8 I.r>Q) 4-4-1 o88 1-
as E cm- q) (\,

82 =*
o n .

LL
Ll..
o

x

D .

><a> q) Do D
: <4E 1-m cm
m ea

1-82*88x
' Q ' N

r-u?mo3493 m W4 _ 1-
1-CW

(\| r-- |--
I~I°J D v'

y
<6 r5 Gt

U!
UP
W

|--1-| 1-
5;U!
W

§-=i

8

m m

8,. 3,
m
ca
LD

I I r I I IY
o-»t-
23
8.co
(D

mQc>N
_ , o l - 0 .

G§'c»a
UL>-

w e

IN 8
r -

| 1'-

| -
1 '
1 ' I I

1- UP

mQ :
8=-381-8756>co QW
oz o°°

.885885-885
§§§"8 9~§

1-F) <-
8
cm4` q

of; H|-- r--
\-= | r-_m co8 <:>in*-.I *.r

m 8

éé g 3
|-|- |- 8

§88&$33 Q = Ar;§3§§§§§§§§§§§§§§.8§§§%;9&§§§§§§§§§§§§
Q r- :: : g4)

D
< <

I I

'Q
<

a t
8
.93

3
.EE
D
o
m
8
Q)

. c4-»
u-
o

88<4
mswe

GJ
GJ
cm

8
D
<
as
GJ
o f

1-»
I:
ea

E

* a
:

1 ?
<

>-

P*

a LE
an
aE .Q

:a

8
E
3
_o
(U

O

8
3
s

4 8
E
3

3 Eu§ 8 -J
m Cea
Ag*

8 ' = ' = 8 " '

QuoEiga5834 0.q)Lu5
_IUJ

3 .Q
3882

8

8
8
8

|-

3D. asup o
Q,

T3E~&§°GJCEEa>O9_:°a.E °'
E

9
o

Ira:
,541 =I

GJ

3
.Q

(IJ
o

4-1
C
GJ
E4-1
cm
3
D
-=:
4-
c
3
0.
GJ

8
8cmO.c
D.

58 E

go

348
.Q88§8888 8888888

U
2
L:
m
<

8
.as

§
. c
D.
>~:
Lu
a .
E
o
o

O
o
: >
(Z

E 583
.8:»

..888 a8E=
of 8
=:s~3'='<
8833

3
a

88
3 9

33
88
2 8
p a

cIa
E
'Zi:
U
4
ES
z
o
o
3
ms

4>3
o

g 8 3 3§5 g
38 4883114§§§3§§§§§§é§§§3§39§

I

uu
<
>,oc
.Q
8G)
a
GJ
GJ

M r

z

8
w 888
6883
z < < c c

I

g
838;

£3334-F

g
38

§<8>=

838388;

3825
Wat '1

§8\§" 83588888§§§§33is'8's§3§§§§§§§§3§
88l-nm~¢~r»¢v~m¢»2\'I$23293882389988893885E38853S8883S9939$'~?39t'8891888885138

E

53

44



co
Cr:
'==;
of

I I I I I I I I I I I I I I | I I I I

/ - .
8, 3
°1 I <12
N Nr- |-
8 8

g o
m
53w

8a:I ocol
Eumy'-

LD LD 1- LT o r- r- l"m 3 of Q r- |"- 1- Q'm_Q4@' n Ian r-- <0 IaE 1- N m Q
Q Q1- (0

clit-TcSwe
* n.

ID

coQ
C*~l_IF)

c
c
C\
IT

8 8 In.. at ~..
w h o  8
Ar .es  §

3 8 a.
o  4

LL
u.
o
><
A
Y
o
. 2
E

§
<3

GJ§
.92
8 "

><8Lu
Q

I I I I I I I I I I I I I I I I I I I I I

of of co co Q LON N Sr, UI 1- NI to  N 1-
W Cal 1-r- o>

o>|- 4
coco  N
|"--_1- :Q
co (Qr-y*

I | Cr | go

Q
co-./

8 35

'ii
8

I

we
caN

81:
GJ
§cm.: |
U
<

8
! " \
I D
go
-=r_
| -

LD
co
' L
r-cea

E
83:
a:

"I
2
o
E
cm
D
<

(NILD\-FJ
"'a*.coco-=lcu1-

oN
et
WN

Mn
co
*R
LD

Nm
01
ofQN

8 ' 5
._l.J

E
8

go
_|

at
8
GJ

va

8 g
z g _E 8 '6

n |- EE = 3
< 4 2 u

. 3

.59
U
o
an
en
( 08»8

<<
88CDU)

8
<
GJ0
U)

8
<
e a
e a
U )

* |
o
gan

o

*o-8
o
98

.8
E:1
2m
o

q)

| -
z

U
2
l.l..

GJ m
<

8
3
8a

E
o

GO

8
'ab
O L

WE O
GJ

ccu
>\
Q

8 o

C08982.g9.930

§ = 2
§§§§§§3 5:§?8§§§§!§§

8325588888
aa§uu |-

EEE

0 Qp-9-p

8
.5:0o.:4
>:aso.
Eo
c

'Eas
_gID:
E
<
E
3
D..

8
a:
O
.5
Q)o.c
D.
O
o
D
no

8;=
gt

8

38
39

33
§8
8 3

cea
E
'é">:
9
<
3
z
o
o
3
M

a>._

I E
E ¥ § i ! g 8

8 8; 51193
. 883: § E :>8

38383§§§4§§§£§§§§§§3§§3§§§3958

I

8
o

<
>.
D
c
.98

8
GJ
D

35
go

r e

8
g ET
384
4888
838

I

Q38
§§°§
5 3
32"§
§§§E
E838

8?
38;
3;
838
888
988

8888

I

4 1-(W F
o m m  o a o w  c v m w  o v m  o w m L n c o o o m o o v m m r-coO O V Q Q Q (\In*IC\I€\I § @ @ @ @ @ 8 @ 8 @ @< Z m m m § § 5 m m m m 8 8 3 3 8 8 8  c o mmmo o < o c - ' a c o c - o n
a>
. s o l o C\IC"JW l0<.Dh-9039 neo-4»:a<or-.ooou n m u><.o|-oo 6>o nc~"><ru><.ol-.ooo>c:> n m no r--ooouc4 Z v n m w m m n m m v : v v v v w n § n n n n n n n n 3 § m m m m m m m w ; w v v ¢ v v v v m E m m m 8 4 m m w

I

I

I E



8G)QQ
=Q101-

E 8<0 1 W I I I I I I I I I I I

of
|  | -

co

If) ca ID ID |--
G) c~4 <:> 8 |-

:I_ |*_ c
1" I f)  no  m 3

Q 31- m

Cal 1-- Cf) (0
o Q GO m
~=n N_ et | et
Q r-- cf: m
ID W ~=r
1- W_ 1

ID ID

mm
etmwe
"ZIO

I

!$`
goca I o
28
8

Q*
8

LD( )
m
Q

E 34
'ga~.E"5
>,QC9
90.5 G)¢U>
8 et8OG.

LLLL
O
><
D.

T609
mzq1-

I I I I I I I I I I I I I I
T
9|-
G)
3
3.cu
cm

c
8  an
go 0)

GJ
' x
q;IJJ
D

coca co Lf) |-- 1-

~# 3
1-

G; .
w :ft

ID ID
m :fa

I  r:> I  Q
go
up
to

I

I.D

ca
N

.58
GJ
E .
cm
. :
U
<

2%c(IJ
E
.2
'a
no

I

U)

go.
1 -
N
N

LD

83
N

ID
of
of

8
etNqN

8
O

BE
'cs
U
< (

s
1.: U

2

at

E; 3
3 EE E 3

I50
o
a

I I

8 *CQu u
<=c<
8 8
m m

8;
<
G)G)
w

*CQ
LE
<

8
V )

.8
m
:1o
m
O

8m

u9iI
3
3
8o

c
c

§ 3

888
3 8 .

.o
3n
8

G)
E
8

m
<
asu
E
o
.5:aso. :
D.

-8°1a
388

Z
ca.

:

8 o
... Qu..
9828
.-..90

>»
iv
o.
E
o
o

E
as
gCD:
-3*
<1
E
3

U)
Qh:
O
.E
GJ
2D..
o
O
no

E
88
38
go
bi
98

E

p a

cGI
gUI:
U
<
ea
z
O
o
3n¢

an°' :n
11
CUnm

. _
o

8 E
E g 3 3 E E 8 s

§ E "' 8 8 E §~§

Q 93; 3 888 3 §§3§§
<3 W§.°- W 3 Egtb WE En.I *s E §8§§§¥§3 8 =.8§ '28§§3

3845 8 8E§§§'"§§§s;§
§E§3§§3§§§a5835§5838888 3§§§§*§"

E
3
8
<
7suc
.9uI:U)
D

3
8

an

8 4
38
3888
§888

3
8
8
8

8 8E58
89;

8
83%
$353

88?
$8848

g3383

I

g
52

8588
%§..5=

E838
we!! *.

§é§§§28.358§88§§?§s'2§3§s§§§§§§§898
'§8\-nm-¢»n@l~¢a»22$12!2292288988198918985§3835iS888$¥$9¥$9'$$9358881888888
an

8



§8.8 I I I I I I I I I I I 1 I I I I I I I

, -

SO
v '
off
1--
QE

"='°ss:: 989 9'931nQw '*.N': I 'E#9598 '.'~2 2
1' 1' w mno m

(9 1- 1"
""£°'lF W

I C
C\
l -
c f
l"
ac
MC

1 -
m
r--

Q

\..v

v"
co|--
1-

co8 D
c 3
3 =m of
m a

1-
-.1

E 8 noo-1 o48
w >< E
v
G oz 12
5 n_

LL
u.
o

'_

| | | | | | | | |I I I l I I I I I I I I I

m (D LD ID of |-- N
Cal 8 8 cm m N I 1- w Dco an 1 l"- m 1- 1"

8 we N mQv'

IYo-a|-
2
J

3
. c
Om

g-<11
E T
8

x
q3IJJ
a

r.:GN

gI 1- I v
<6
r~.

! - `

a l

: f t
P»
Q

(D
Q
N

8c
as
Ew:
c
4

8c
c>
E
.93_
`6
re

I

enc
.9
clcl
<

v '
r~-
ca
ca
co
m

ca
1 -
' Q
cm
I D

5
l*-_
1 -

Nm
Q
m
we

3838_l...J

éé é E8 EE E §
1888 § a "

3:32832§§3§§§§§§§§§§§§§§~§§3§§s§s§§
a |- 3 : :

ea
a

I I

-go<<
88mm

8o
4
83
cm

~c:o
4
anm
co

Ni
no
fu
2
3m
aocm
as
as
54-o
.2

1:
II
E.v»:s
Er
4

cm

a:

E'ea
E4-rcm3
'E

E
_co
D.

3
Ag
8
D

.o
5

~&'
I

8:~

8

cm

" 6

E
EOo
4: 4 .33"6

o

8
gt
.Q

8 3
2 .

3888 3
83 828

8383888359224
'El4.)

uo
L:
an
4
mu
E
o
.5

§
. c
D.

cin
n .
E
o
o

m

g
. 5ca>o. :
D.
O
o
3
Sr

8%§§
9%
83

=8
in
83

11co
gm:
U
<
'65

o
U
n:

g
5

§§
88

__=e"°"
2588

E838

GJ m

o

E8 E
2 I I E ! § 8 E 8

5 : !§§§§l§38 ;§§§§§§;
§,=§§§§ as 34 gt §38§¥é:;3§E3§§

885§§§§83884;*.§ '§3;§33;§3§§2§§*§"

) \
u
:

. 9
o

e a
Q

as
a
an

as
M r

8
8

E 58
33%
Q £8

8 3
83

48.

948
3
89
§§3?

ggg8g

I

4 9 € ' 1

gggg33§§g>-1§§§§§3g33§§§§§§§§§§§§§
§8-.~..-,-.»..._...esec:e*°'.°2:aaaswzeaaass949483;3aessewecesslammzssaszss

I

5



1-
ID(D I I I I I I I I I I I I

CDm
1of

I

(D
In
LQ
1-

.5 GJ
as  C

I I

n ' url as  m' url
we W  m r-~

F )  W 1 -
1- W

uooonu:<ol-. n1--ofa mIDl* Q |-- mo r:>n w § n 8 m l q q 8 ' m
car-ca
LD q

co

G;
we

(D

go
c
If:
0
11
1 '
cc

ofco
CO | era
r-of
Q

3
tom
Q

88
(Du-
3

83"*ah*408
an 8°'of22Qu.

i i
o
><

8G)8 Q
is .9
m m
m N1-

To-.a|-
2:
3.cow

8 as
3 8§ »
885
D

ID
CalI wr I I I I I I I I I I I I I I I

oacomcaooun
| IDGUJU3C\IC\l| I | lg;l~.._Q Q I

c6 r~|̀ 1 :
no 1-

1'

cf: |-- \q
UP W 1-
0 1 - 'Q
gr) of

Q
N

I
8 29
G) I m
r-` r-T
cf: co
Q Q
m.4 8

I

|--

N

8
m

E
U)
.:1
U
<

£4
c
GJ
E
9
83
no

r

v -
f

9
N
-v

W
I-
*":
cf:
we
4"l" I

anr:
.Q:°.:
U9
q

mummum
11 'QGT' 3

1

N
1-
m_
cm
we

m
of
Q
we

cf:m
W
m1-
ID

Ea
32118
_J_J

8
18

at

_g_:

I
g
ca
o
w
m
go

g

A g E' §

88 'g »-|- 8 8
8888828828§§§§§§§§§§§§§§§§E§§§§E§§

EE 8 E
5358 8 5; o

,g

1:
2.Q:2moan

>

Q. E E
ea d oo

c Eu
c

2

c

3
' Jr

9r~
3
8D

8_I m

"5883
U)
4-
o

c

-4.

8
1-8,883

.5Po0
w E M U J

u
2
Ar
are

<
0
u
E
o
. 5
E

.E
D.

c
Lu
a
E
o
Q

E
GJ
§
U)
:
cs
' Z
E
E
D.
G)
D
E
o
. 5
c
an
2
m
O
o
D
an

E

8

§8
88

88
£3
Se
5 3

oI

E
" 6
3 .
u
<
i i
as
z
o
O
: J
n :

g

38

3384
8252

g 8
E E ? 8 3
Et '° a 3 8"§E 58§§ 8 89 888%

3383 .
83§8§88§§a§§§§.§§e388§l§§§3 §§§*§°'

3
E
8
<

E
Q
"E
D

8
gt
Rf

- at
8§8
4885
88.8

I<I>8¢6Eu .UJ¢3°»8Z C U Q )t0...»®8
c 4 > > -

8838
61-0.

§§l§§'§33§§§§§§§lz§3§§3§§§§§§§§§§§§§§
88l-~¢¢lnwl~»a».°3$&'.'2.'!2;"3.'2"$-8Z~'l€38&88'&3882-">E%88{88">88$¥$9$9$'$$3'$E*-383588135388

¢Jou

E

8 E

833.
s~ §
Q38
E33
§;§

!333



Q
ofI I I I | | I | I |_ 3

ca

<.\l`

c o

. 8 .
no

ofc:>
'Q
m

I

8GJo Q
=: QE 1-
m m
m 91-

N c»aooo1- oo of
I I | . 4 | | 8 |  8

<"§"-8€q"l-° :ff cm'
1- v'

r-T
m __

» " .
co
1'-

583
- - 4

of1-I 1-
844

on1-1- |
caof:

2

285;
gif)
I/ J§qg
2419
2.
O U )

E
T
9
|-

3
g
w

I I I I I I

§

4-
an 4- C

'1 > 8 m
_ *_
W IU
M :L 3

",o1-ED

| | | | W | | | | I |

c :
I-D

I Q
Cal

I § I
46

N
r--

| *4
r--
m

of
ca
r.o_
m

I

E T 8
1- 1 '
1- 1 1 -

Q o
c f: m3_(\|9 6

3
123

8°.
N ca

.__ _gaaaa 3 §
o 4 U) v I I CD I

of 1- 3 N 1- cf: of
1-
1- v-

v
2cu
8

d
8
Q

88 E E

39 E 88 5
8 82888288888§§E§§§§§§§§§8§§§§§§§

|- Fe E 3
a l a :o |-
eaD

<- =<
I I 8;

84818
<c<
84:an(DU)

8
-E'
q ;
ea

U )

'Gu
<
8w

:as
gan:
8
<

H-o
_go

E
:

*cG)
E4-1w3
U
<1
E

_ _¢ u

D .
>.,

V J s 8 §§9§§§83
§§§§§§§ ',-§§

' o
.so
u.
W
<
Qon(D
3
s
2
>-cm:L
Eo
o

Q.
2(/)~.o
'5
E
o
o
:>
no

z

8
gt
88
go
$5
8.3

88
5 3

:m
§m5
9
<
ea
z
o
o
D
n:

8

E 8 |-
2 83 8-88 38= 8~-
3 m . g 8 8388§ 88 §

lg | 883535388
8 858883333§3§E§Ee§§§3§3§§3§§§3*§3

m
co
1*
o f
c o
<5
GJ
D
1

'EE
E
u
u

< :
> .
0
C
.92
Q
ca:
GJ
D
GJ

8
ac

g
8

3:83

488
I I

32
383

838;
§4§§§§3§§§§§§§§§§ss§3§§§§§§§§§§§§

8
,3a§
8328E

8 é
848
43333

ea .
.go o nmw mn<9r-como mysrzcor-coca c~4 10 r-oooao c~|mv 1o¢.o|--ooo> C\1 C') LD r- mc:

3



loE 341
.9='°5
9~°0 nU) _q_;a3
2<v8'
8-'2=L
o w

E

.,,8
8£r-

:um
0329

I I I I I I I 1 I I I I I
N

<o
upI G I
up

I I I
18 33888

l"- -1- C\|\-

I

3,|-
.93

no
I I I I I I I I I I I 1 I I

3
E c

r-

I 10 I

go WW3l*-WWN r-m
1- ' J

| 8
of

-as
of
~_ 1 Ncoof 255D

w 88.g84:
><§uJ

D

I

8
8 E

3
<

8
8
3

|

8
8
=6
2

moz:
et
N1-

8 ID
1--
'Q
1-

oz:
LD
L Q
r- .
1 -

>c

8

as
D

I I

¢s
Q
3

8

= E 58 8 ;
§88§838§8§§§§§§§§§§§§§§§§§E§§§§§§§

"-»- 8: .'= 3
3

1-»
c
0
E
8

1818
O O
-=c<
m an
ea as
CD 00

8u<
8of

as
as
w

3
E3
_um
O

tomm>- 5
8 in 8

Q)

g 'E

3Ur::s
' F
-=r
*e
3
D.

> .

cm
¢"J
| -

8
8
D

E
Euu
4:

I.l_¢n

§§ 928
§E§§§l&§
§§§_8888884

co
Gm._ UD.

.§lqQ)mQ}m m
mmgw

E.15 Lu

U
2
in
UI
4
Q.
o
. c
en
\..
as4-1ea
E
>:m
a
E
o
o

Q .

2
UP

25
T O
E

o
o
3
K

m

8
J
88
8%
88
88
382.
8
ea

ea
gm:
"3
<
oz
oo3no

I
.E Ia 8

I 3 5 8 g
E g

3888 E! 5 5835_7 8 888

388884;E59 ll§§.§§§§§ll§8§§8s§;§§=

>-
8
.9uI:GJ
a
GJ
aan
8
n:

3
_ go
Egg;
5.3
3888

I I

8
i

E
8

¢a§§

8 8 4
8 8 8 3
8; E£83
8 3 3

§8;=;§
I | W

pa:
LT

G §é§§§§;§§§§§§§§§a§s§as§§§§§§§§§§§§
+4 'G 3 G 5

o  o  o  0
2 < 4: < <

g

3%
38%

£888 a> .
. g o ca ncoqu':cor-oocao C\l(*)W1¢)(DI*-®C3 n m 1.n¢01--000>o nmvuncn oomo cum manor-oooao



E=*1r>828
9.°°=*'>
Wma:
288°
85-1
OU)

E
wr
<5
.2

8a :

=Q
m\_
m m;_

I I I I I I I I I II r 8 |
N

co<0
<6

cf: m

53 l*-1-%C\l 1-
| ah al

N I Cal
<6 ofco of

I

| no coo Q
'E I vs
8 go

coo
Q
l~

253

I
m ro

| i n:J
3.co
m

3 an3°-,
o
8><
q>LU
D

I | I I I I I I | | | l |

|*
I If) I

N of r- N

,-: v-7 o"J̀

- ea to"
<:> o
" " ; ' * " :
8 89

I

ID
QcaN

11
Eu
§
3

3

8
c
as
E
.83
'E l
Mr

I

mc

we
ca
Q
N

r--
U!
Q
¢\I

.Q
UD
<

> >
C

. c
CD

l~
3...J

8 48 3
8889*§§=§§§;§§§§§§§§§§§§§s§§§§§§§8'§=lgo§<ocaguonnno¢~4no¢~4nnnnnon§nnnnnnnE

I I q
no
o
1-

1-1-1-

a t
a n

m

g_J

E
o
o
8
m
UP
£
"es

I
1- 1-1- 1-1- 1"-
'CQ £8
D O
< <c
ea qs
8) an
i n UP

6
o
4:
an
an
cm

§
<
G)v
(D

_Ag

. 8
Em
E
8*

m4-

.8
_to
:
_u
m
o

G)
5
L .
GJ

an
:>

.E
Eu Ea

'E
5

u
2
Lt.J

8
8888-#3 g*-3

.5

.o
g

c
GJ

Q .

88 =

4-v
c
q )
E4 -
a n
3

=5~
<
4-1

E
D.

I O

.9
cm cm
E o
._ 8 q) 4

8§888§8an : E 3 O

E . ;cu

Sn
<
Q.
o
.c
cm
3
6
z
>.
:m
Q.
E
o
o

Q.
2
m._
2oz
E
o
o
3
M

8
8

98
88
ET
ET

3

:as
Een5
U
4
' iiz
ooDn:

g

E 8 8
E §§ 838 §;§ 'El
1 8 5 EEN *§*i§-'-s § §§§€§lé-'8 3§ 3§§;3§§§§4;
= 4§a==§§=~ ggE58=;1§§";48§

g__ _ =s==§§.§§§§§;3§
838§§§§§§3a33§§8£§§§s§§§§=3§§§§*§"o

fl..

mcor-ofgr)
dGJ
O
I

TO
EuD
<
>~Dc

8
GJ
D
on
a

8
no

i i
888
985
5883> I I

I

Q.

8(D
n g
§§

,f-8§
8.0$'"c§8°
053 m

G

.Q

`°
¢:6888

E 08E
2 >-

c
m<1J

»-»m45835
38*
<

§8§§§§§§a§§§§§§as§3§§§§§§é§§§§§§§

883
§§=;§

Q3-EE

9884
C*) of: of: o'>

go .

I
I

q)
C O Q n m w uv co h oo m o nc°">vu><.ol--ooo><:> ChIC") Lracor--ooo><:> ncfawu:cor-.como n m II) l--como

I

8



8Q)Q Q

_'E ;=
m of:
m Ar.

T'

ofI I I I I I I I I 1 I
caLGI o
N

(\l Cf) W F
I I 8 I I I I I :no I I

w.
LO

c ilD

1" 1-
ID IOI gr | 43
Q o
9 4
1- 1-

1'
IC
LC
C
11
v

I

I  1- 1-
IO 10
n . I **.
Q Q
W 4

IO
<\L
<3
we

co
ur:

I

E°.10
2 8 3
9.°°=r
"'- °=*
go:
32
Om

2
'tO
|-
.93
8
uw 88

8

| I I I I I I I
P-
LTI I I I I I 1" I I I l I |

1- 1-

m
c">_ ,8<-i3t- .8_ .<-I

I C r 4-4
LO<`~1 I

8

1-
If)
n .
oz:
9

co
cm
ca
N

8cea
g(D.:1
c<

8c
an
E
.8
*a
no

|

2o
EuD
q

1-
|-
IQ
N

ca1-
Q1-

IO
1"
F
m

33

-|-
8 8_J._l

8
I

1 -  v -
1 "  v -

I I

3 8
=8 8§33§§§§§§2§§§§§§§§§§§§§§§§§§§§§§§§§

§§='9O<<OO§NONNNO¢~INONNNNNNQNnNNNNNNN
asD1- 4-1

to
.93
.Q
o

3
GJ
8
o

G s
o<<

$8mu:

-s<.>
<
as(D
w

'Q
<
as
ea
U)

EUr
8
< 8

2 10

oac:

EGJ
E

z
5

4-1
:

3Ar::
u
4
E
ED.o.

in

c
m_|
>,

:I

8 Q.
o.c
U)

I D
E E C 3

8 Euq-o

8

C

3 .|

SHE; E ET
§;88§§§ i

o
2
E
m
<
a.
o
.c
ID
I..
ea4-1v
2
> lc
Lu
Q.
E
o
O

.582m
E
O
O
: >
no

9o

.315_
u... u>E338:

o'"°'8:=..00<(GODM Y

85
§§
£8

85
2
88
8 3

:
o
E
'Jo:
9
<
3
z
o
o
D
n :

cm

g Ei i go

8 3 is s it 4
5§£§§§;§E888llse£.r=§§§§§§§§83l§;§§-

c f:
gr)
|-
go
LE
m
C]

E
EUo
4
>,
8
.QD4:GJ
D
GJ
z
o
8
ac

§
3
8

83%8"
888
%888 I I

8 §2 .
-:3
888
388
£88
§3§§

§§§§
3385

I

8

88
3 9

388;
88§§§§8§8§§8§§§§s3ses3§§§§§§§§§§§§
GJ
: ca c~lco~=r\ocol--como n o ' > v u > < or - c om o n m =.or.or~.ooo>c: C\IC"7¢l~lJ¢.Dl*@G)O n m Lr: |-- on..l§lFC\IC"3W|D¢.D?*-®G>1-:1-1-v~v-v-1-v-1"C\I§C\1C\I(\4W(\|€\I¢\IC\IC'3CT)C'3C'33C"3(')('3C'3C'7WWWW"4WWWWW|»I'J l i> l i ) 8 Lf ) 8 l¢ ) 8 l l ) 8

8



1-Q Nto IDI I I I I I I I I I I I I I I I n_ 8
QN

co
co
C l
co

10 h- 61 1- 3v r- N1 of 1 1-- 1* qt 3 '1 |
8 1-

I

G31-
mn
C)
co
'4

88%
9."21r>I/1§a7
888°8.4
Own

E
YU
2

|--
8  8
c  43  v"m m
m  a

c h o i r i n `1- LD

N
r.">
we
LD
W
1 -

Cal
m
4
10
W
1-

(N
cy:
ac
m
q
1'

co
I.r>
<4
m
W

4-
89
GO
of
8

(")
| Sn

I2:

3<n
g o.:
3 2
8 4 )

9 4 1

| 1 | | | | | | | | | | 8| | 1- | 1 | |
m(D1 (Q I (9

|-
r:>

I I l"-

1 1 - |.")

8 $ ' ° » * 2 8
"".

. 8ID
91 I ..
m mwe 4

§ea

I

r-
ca
r:>
N

8
C
G)

§
(D
. 3
ca

<

2f.:
GJ
8a...2:U)
re

|

cm:
.Q:*:u1:
<

m U)  8U) of
of Q W.1- 1- (V

8

>c

8
8

s Q; Q
n v- < g< <

v' 1- Y'1- 1- V*1" 1- '

I I

8 8
<r<a:
8341>m
(DU)

3"
8
m

E
<
ea
as

.»:a:
E
W5
9
<

3
1!oocm
8

o

.52

.8
m
E

H z

GJ

39:2mo
mc->|--

Q.
E

N_|

o0
E
5 D

I

Ia

c
.o
'3
1:
cm

Em
g
8.D
4 :
E
_cu
D. E ~e

(O
'l-o

Q

3
w

ca -
Fem

c:
c  . o
o cu m

8
Q QL.
9888WEE8O

I

Sn

a.
o
2
en
'5
3'
2
>\
civ
a .
E
o
o

L.
2w
2
o
O
:>
no

a

4
8%
83
go
go
i i
is
83

..
c

E
fa
E*<
3z
ooDr

§ §8 2 E
2 E Egg g § § w e
8 £8 E 9§5 s s§§.§?» §§§§§§
§ §§§3§'883,3s 33§§§§E8§§l§§

5 EST : u ng .1 .1 >-|-3 . ,;=s;§§3§¥§@§
488325588§53£8s.§§§§§§3§§3§§§8*§"

oD
-=r
3 \O
c
. 9ui :GJ
D
m
mww
ac

E
§49
388

§88§ I I

I

.9
G §4§§§§§§§§§3§§§§§§3s3§§§§,:é;§§§§§§§

38
338
34;
84

8333

g
88

Q32

385; G) .go cowuuco Como c~lc-91u'><o1-.coo> N m u'>co1-. m o nc*>qLr>¢.ol-.mano neo Lncnr-noone4 z n m w m m n w m o w " v w v n n n n w n n n n m m m m m m v v v w w ¢ v v ¢ m m m m m m m m w



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(A)
COMPANY
ADJUSTED
TY PLANT

$ 15

(B) (C) (D)

POST TY
ADDIT\ONS

$

REMOVE
PTY PLANT
$

612
93,122
24,695

882,293
2,742

72,186
876,909

35,054
69,067
19,680

306,126
3,752,436

ACCOUNT NAME
Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Imprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures

584,527
110,585
121,938

ACCT

no.
301
302
303

310. 1
310. 3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

120,057

3-FACTOR
ALLOCATOR

2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%
2.28%

2,737
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Less: Company RB Adj. #4

TOTAL PTY WATER PLANT
Company As Filed
Difference

$
$
$

31,501
30,004

104,701
166

27,072
236
33

64,077
4,862

(1,129,708)
6,084,930
6,084,930

$ 120,057
120,057

$ 2,737
2,737

$ $

LINE
no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment

l$

l$

(2,737)l

91 |

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Oracle System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no . DESCRIPTION AMOUNT R E F E R E N C E

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

10,481
(19,469)
(29,950)

4
5
6

$ 119
119

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
9

$ 11,729
11,729

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 12,245
12,245

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 .. Line 10

13 TOTAL ADJUSTMENT (See TJc-2, Column (K))

$

$ (29,950) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

20

21

25

27

23

22

26

28

24

19

17
18

1
2
3
4
5
G
7
8
9
10
11
12
13
14
15

16

§=Expense Lag Days Used in the Last Western Group Rate Case.

RUCO reviewed several invoices from a number of companies with terms of net 30 days.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Expense Lag

Net Lag

Cash Working Capital

RUCO Adjusted Expenses

Company As Filed

Revenue Lag

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 - CONT'D
LEAD/LAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E)/(0)

Line 2t - Line 22

Line 18- Line 17

Col. (C), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

1,017,252

236,742

780,510

89,467
147,275

149,736
211 ,104

575
6,811
3,405

52,643
153,327

75,869
16,713
15,314

366
53,921
13,350
17,376

Line 27 $

$

$

RUCO
ADJUSTM'TS

$

$

$

$

(148,522)

(211,340)

(1,247)
(147,275)

(B)

805,912

(29,950)

(29,950)

(19,469)

(62,818)

(20)
(3,800)

(40,986)
(6,797)

(516)

10,481

(3,217)

(6,903)

39.78

30.96

(8.82)

(579)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

805,912

717,692

149,738
204,201

575
6,811
3,405

52,623
159,527
34,883

9,916
14,798

366
50,704
13,350
16,797

88,220

88,220

(LEAD)/LAG
DAYS

(D)

20.43
(45.27)
(46.50 )
(8.92)

§7f66
37.00
14.00
83,10

212.00
(98.83)
34.72

91.25

be

1400

Oracle System
Schedule TJC-6

Page 2 of 2

$

$

$ 32,057,087

$

DOLLAR
DAYS

24,007,007

11,745
(308,334)
(158,333)
(469,396)

4,785,810
1,290,686
366,896
207,175
30,415

10,749,206
(1,319,381)

583,178

8,050,080

8,050,080

5,378,517
2,858,820

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)

35



Arizona Water Company
Docket No. W-014-45A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PRQFD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 864,595
229,443

$ $ 864,595
229,443

$ (39,384)
(30,031)

$ 825,211
199,412

$

56
21,015

1,115,109 $ $

56
21,015

1,115,109 $

244
(1,206)

(70,377) $

300
19,809

1,044,732

7
8

Miscellaneous
Total Operating Revenues

$
$

11,106
1,126,215

$
$

$
$

11,106
1,126,215

$
$

(106)
(70,482)

$
$

11,001
1,055,732

$ $ $ $ $
9,508 9,508 9,508

g
10
11
12
13
14
15
16
17
18
19
20

149,736 149,736 149,736

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

38,603
15,542

152,010
100,428

549
151,950
618,326 $

(9,022)
(9,022) $

38,603
15,542

152,010
100,428

549
142,928
609,304 $ $

38,803
15,542

152,010
100,428

549
142,928
609,304

21 Depreciation 8 Amortization Expenses $ 181,393 $ (28,140) $ 153,253 $ $ 153,253

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ (17,277)
(4,911)

$

$

53,978
11,891
53,921
12,458

132,248 $

(1 ,818)
2,936
(3,217)

(516)
(2,614) s

52,160
14,827
50,704
11,942

129,633 $ (22,188) $

34,883
9,916

50,704
11 ,942

107,445

27
28

Total Operating Expenses
Operating Income

$
$

931,966
194,248

$
$

(39,776)
39,776

$
$

892,191
234,024

$
$

(22,188)
(48,294)

$

$
870,002
185,730

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-9

Page 1 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

15,008.5
18,080.0
28,132.5
17,530.0

Total OT Hours for 2005
Divided by 4 Years

- 2008 78,751.0
4

See NOTE

$

Normalized Level of OT Hours nr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Adjustment l=1>

19,687.8

28, 132.5

8,444.8

35.85

302,744

\D,BU6)l

2.37%
3-Factor Allocator BV District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
g

1 0
1 1
1 2
13
14
15
1 6
1 7
18
1 9
2 0
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
30
31
32
3 3
34
35
3 6
37
38
3 9
4 0
41
4 2
4 3
4 4

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11 .6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in W

3-Factor Allocator Per District

Pavroll Tax Expense Allocator Bv Group:

RUCO Allocated Payroll by District

Pavroll Tax Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Oracle System
Schedule TJC-9

Page 2 of 3

2.28%

302,744

6,903

1
2
3
4
5
6
7
8
g

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
3 5
3 6
3 7
3 8
3 9
4 0
4 1

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment u> (b'Ib)l

Pavroll Tax Expense Allocator BV Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

3-Factor Allocator Per District

Payroll 401 (K) Expense:

Total Abnormal OT Dollars in TY

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

(A)
PER

RUCO DR 1.11.d

Oracle System
Schedule TJC-9

Page 3 of 3

302,744

$ 6,903

~8*39%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Allocated Payroll by District

Payroll 401 (K) Expense Allocator By Group:

RUCO Payroll 401 (K) Expense Allocator by Group

RUCO Payroll 401(K) Expense Adjustment lu (U/9)l

Pavroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

Wester Group
Casa Grande
Stanfield
\Mlite Tank
Ago
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

LINE
NO.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

508
452
361
162
71

1,551

TotalCompany $ 5,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (B); COMPANY WDRKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (c): COMPANYWORKPAPER "GROUP INSURANCE" TAB LTD

NoTEs;

(a) CALCULATED AS FOLLOWSZ RUCO
ADJUSTMENT

PER
RUCO

PER
COMPANY REFERENCE

0.0036 0.0036 COMPANY WORKPAPER . "GROUP iNSURANCE" TAB LTD

$ 302,744 COMPANY WORKPAPER - "GROUP INSURANCE)

LINE 1 X LINE 2

4 Y/E Number of Customers

1 CurTent Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

$

$

$

5 Pro Forma 2007LTD - Spread

11,095,569

39.944

83,825

38,854

e,201

$

$ 10,792.825

$ 38,854

$ 83,825

$ 38,854

s 5,1116 Increase/(Decrease)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ '15 $

612
93.122
24,695

21

453,292
2,742

72,186
876,909

14,188

2,065
51,562

35,054
69,067
19,680

306,126
3,051,729

876
1 ,975

6,123
54,626

584,527
110,585
121,938

13,912
5,032
2,219

ACCOUNT

no.
301
302
303

310 1
3108
310. 4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

(5)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct 111
3.13%
000%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
455%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
567%
6.67%
3.33%

788

6,801
8

1.083
12
2

4,274
162

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8< lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures 8< lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission 8< Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop8¢ Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE $

31,501
30,004

101,964
166

27,072
236
33

64,077
4,862

(1)
6,082,193 $ 165,728

AMORTIZATION OF CONTRIBUTIONS (623,732) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(12,475)

153,253

Company As Filed
Difference $

181 ,393
(pa, 140)

RUco Adjustment (See TJC-8, Column (B)) $ (28,140)

LINE
no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Sierra Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Oracle System
Schedule TJC-12

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

LINE

n o. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3

4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (c). Ln 8
Sch. TJC-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4/ 3

$

1,126,215
1,126,215
1,055,732
3,308,162
1,102,721

5 Two Times Three Year Average Operating Revenues Line EX 2 $ 2,205,441

7
8

ADD;
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Company Schedule E
Line 7 X 10%

$ 58,037

$ 5,804

g
10
11

Company Workpapers
Company Workpapers

Line 9 + Line 10

$

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment $ (1 ,929)

12 Company's Full Cash Value ("FCV') Sum Of Lines 6, 8 & 11 $ 2,209,316

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio x Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 491096

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

10.20%
0.00%

10.20%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 50,704

18 Company's Total Tax Liability - Based On Full Cash Value Line 14X Line 17 $ 50,704

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 53,921

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (3,217)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 (3,217)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(8)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 2.28%

3 Oracle System (Line 1 X Line 2) $ 6,840

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 /3 Years) $ 2,280

6 3,800

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$ (1 ,520)

8 Ruco Adjustment (Line 7) (See TJc_8, Column (E» $ (1,520)

3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System

Schedule TJc-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10
INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (C)- L28 + L22 + L23 $ 301,012

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 .- Line 2 - Line 3 $

14,827

88,220

197,965

5

6

Federal Tax Rate

Federal Income Tax Expense

Sch. TJc-1, pg 2, Col. (D), L34
Line 4 X line 5 $

26.35%

52,160

STATE INCOME TAXES:

7 Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income

Line 1 $ 301,012

8

g

Note (A) Line 21
Line 7 - Line 8

88,220

212,792

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 14,827

12

13

14

TOTAL INCOME TAX EXPENSE:

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 5

Line 11

Line12 + Line 13

$

$

52,160

14,827

66,988

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 53,978

16 Total State Income Tax Expense Per Company (Per Company Sch, C-1, L31) 11,891

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 (1,818)l

I18 RUCO State Income Tax Adjustment Line 13 - Line 16 $ 2,936

19

20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col. (D), LI)
Interest Expense (L18 XL19) $

2,378,598

3.71 %
88,220



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Oracle System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST
RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

l
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Arizona Water Company
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Arizona Water Company
Docket No. W-01445A-08-0_40
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY
OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 325,142 $ 338,318

2 Adjusted Operating Income (Loss) $ 10,198 $ 12,946

3 Current Rate d Return (L2 /L1) 314°/o 3.83%

4 Required Operating Income (L5 X L1) $ 31,910 $ 26,417

5 Required Rate of Return on Fair Value Rate Base 9.81 % 7.81 %

e Operating Income Deficiency (L4 - L2) $ 21,712 $ 13,471

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6286 1 .2646

8 Required Increase inGross Revenue Requirement (L7 X LE) $ 35,361 I $ 17,035 I

9 Adjusted Test Year Revenue $ 98,722 $ 98,722

10 Proposed Annual Revenue (LB + LE) $ 134,083 $ 115,757

11 Required Percentage Increase inRevenue (LB /L9) 35.82% 17.26%

12 Consolidated Revenue Adjustment $ $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ $

14 Required Revenue Under Company Proposed Consolidation $ $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation

16 Rate of Return on Common Equity 12.40% B.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule TJC-2, TJC-7, and TJC~13

I I
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Arizona Water Company
Docket No. W-01445A_08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
n o . DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 - L2)
Revenue Conversion Factor(L1 ILL)

1 .0000
0.2092
0.7908

5
6
7
8
9
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X La)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
15.0000%
13.9548%
20.9228%

11
12
13

$ 26,417
12,946

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 13,471

14
15
16

Income Taxes On Recommended Revenue (Col. (D), L31) 3,670
Income Taxes On Test Year Revenue (Col. (D), L32) 105
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

3,564

17,035

RUCO
Recommended
$ 115,757

85,670
12,548
17,539

6.9680%
$

$ 1,222
s
$
$
$
$
$

16,317
2,448

18
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX
Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State lnoome Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @25%
Fed. Tax on 3rd inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th inc. Bracket ($335,001 - $10M) @34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

2,448
3,670

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D). L23)

$
$

105
3,564

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 15.00%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $

338,318
3_71%

12,548



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-2

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1

2

3

4

5

6
7

Plant Classiflcation

Intangible Plant

Source of Supply Plant

Pumping Plant

Water Treatment Plant

Transmission & Distribution plant

General Plant
Total Gross Plant in Service

(66,360)

$

2,137

51,263

163,932

39,948

265,881

31,008
554,169 $

(264)
(66,624) $

2,137
(15,097)
163,932
39,948

285,881
30,744

487,545

8
g

Accumulated Depreciation
Net Utility Plant in Service (Sum L1 & L2) $

(167,152)
387,018 $

82,806
16,182

(84,345)
403,200

10 Advances in Aid Of Const. (18,649)

11
12
13

Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LS)

(1,835)
506

(1,329)

(1,835)
506

(1 ,329)

14 Deferred Income Tax (42,163)

(2,741)15

16

Allowance for Working Capital

Net Regulatory Asset / (Liability)

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$

$

$

$

$

$

$
$ 325,142

(18,649) $

$

$

(42,163) $

266 $

$

$
$ 13,175

$

$

$

$

$

(3,007) $

$

$
$ 338,318

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE

no.

(A)
COMPANY
ADJUSTED
TY PLANT

$ 1
2,072

63
2,514

422

POST TY
ADDITIONS
$

REMOVE
PTY PLANT
$

48,327

6,073
157,859

3,906
36,043

28,902
117,123

69,426
24,019
26,410

ACCT

no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures gt lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

336
2,895
9,788

13
2,657

g
3

14,826
481

120,057

3-FACTOR
ALLOCATOR

0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%
0.22%

TOTAL PTY WATER PLANT 554,169
554,169

$ 120,057
120,057

$
Company As Filed
Difference

$
$
$ $ $

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Plant Adjustment

RUCO PTY Accumulated Depreciation Plant Adjustment

l$

ass

(264)l

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT R E F E R E N C E

1
2
3

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment

$ (2,061)
(5,068)
(3,007)

Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

4
5
6

$

$ 13
13

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
g

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment

$

$

1,132
1,132

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 1,182
1,182

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K))

$

$ (3,007) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

24

21

23

25

26

20

28

22

27

17
18

16

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

19

Expense Lag Days Used in the Last Western Group Rate Case.

RUCO reviewed several invoices from a number of companies with terms of net 30 days.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

RUCO Adjusted Expenses

Net Lag

Cash Working Capital

Company As Filed

Expense Lag

Revenue Lag

Subtotal

Total

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

Line 19 X Line 20 /365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (Ev (c)

Line 21 - Line 22

Line 18 - Line 17

Col. (C), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

114,432

82,522

31,910

12,059
19,851

657
329

5,925
16,768
10,226
2,253
1 ,478

35
10,675
1 ,28a
1 ,958

7,310
23,622

Line 27

$

$

RUCO
ADJUSTM'TS

$

$

$

$

$

(B)

(19,362)

(10,766)

489
(19,851)

(30,128)

84,304

(2,061)

(3,007 )

(5,068)

(3,007)

(21.94)

(2)
(367)

(7,778)
(1,031 )

(50)

29,19

51.13

(816)

(665)

(56)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

84,304

71,756

12,548

12,548

7,310
22,956

657
329

5,923
16,401
2,44a
1 ,222
1 ,428

35
9,859
1 ,baa
1 ,900

(LEAD)/LAG
DAYS

(D)

37.00
14.00
83.10

212.00
(98.83)
34.72

8.7" 00

20,43
(45.27 )
(46.50)
(8.92)

91.25

14.00

Winkelman System
Schedule TJC-6

Page 2 of 2

$ 4,310,565

$

$

$

DOLLAR
DAYS

3,165,570

(29,742)
(15,299)
(52,831)
492,030
90,558
45,218
19,995
2,909

2,090,096
(127,293)

65,971

1,144,996

1,144,996

(E)

262,575
321,383

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): -CompanySchedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket NO_ W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
NO. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
pRoD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 44,901
50,096
1,774

$ $ 44,901
50,096
1,774

$ 12,279
4,109

691

$ 57,180
54,204
2,464

$
749

97,519 $ $
749

97,519 $
(42)

17,037 $
707

114,556

7
8

Miscellaneous
Total Operating Revenues

$
$

1,203
98,722

$
$

$
$

1 ,203
98,722

$
$

(2)
17,035

$
$

1,201
115,757

$ $ $ $ $
897 897 897

9
1 0
1 1
1 2
1 3
14
1 5
1 6
1 7
1 8
1 9
2 0

7,310 7,310 7,310

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations a Maintenance Expense $

4,150
1,372

16,618
11,332

58
15,116
57,855 $

(871)
(871) $

4,150
1 ,372

16,618
11832

58
15,245
56,984 $ $

4,150
1,372

16,618
11,332

58
15,245
56,984

21 Depreciation & Amortization Expenses $ 19,928 $ (2,286) $ 17,642 $ $ 17,642

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ 1,029
246
(816)
(50)
409

$ $ 2,377
1,187

$

$

(959)
(211)

10,675
1,235

10,741 $ $

70
35

9,859
1,186

11,150 $ 3,564 $

2,448
1,222
9,859
1,186

14,714

27
28

Total Operating Expenses
Operating Income

$
$

88,524
10,198

$
$

(2,748)
2,748

$
$

85,776
12,946

$
$

s,se4
13,471

$
$

89,340
26,417

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-9

Page 1 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

15,008.5
18,080.0
28,132.5
17,530.0

Total OT Hours for 2005 -
Divided by 4 Years

2008 78,751.0
4

See NOTE

$

Normalized Level of OT Hours fr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Adjustment l=t>

19,687.8

28,132.5

8,444.8

35.85

302,744

0.22%

lab(IJ)l

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rook

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9

1 0
11
12
13
14
15
1 6
1 7
18
1 9
2 0
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
30
31
32
33
34
35
36
37
38
3 9
4 0
41
4 2
4 3
4 4

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-9

Page 2 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$

88

302 l 744

O3Z%£%

666$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Payroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator Bv Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment [=» owl

Payroll Tax Expense Allocator Bv Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

ii



w eu>

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll 401(K) Expense Allocator Bv Group:

RUCO Payroll 401(K) Expense Allocator by Group

Pavroll 401 (K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Winkelman System
Schedule TJC-9

Page 3 of 3

302,744

666

RUCO payroll 401(K) Expense Adjustment

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%

G229833



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B) (C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT
Svstem

Easter Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0 )
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,118

Wester Group
Casa Grande
Stanfield
white Tank
Ago
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1,551

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
18
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33 Total Company $ 6,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A):
COLUMN (B);
COLUMN (0);

COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FoLLows; PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1 Current Rate per Payroll Dollar $

2 ProForma Payroll Dollars $

3 Pro Forma LTD - Total Company $

4 Y/E Number of Customers $

5 Pro Forma 2007 LTD - Spread $

6 Increase / (Decrease) $

0.0036

11 ,095,569

39,944

83,825

38,854

6,201

$ 302,744

$ 0.0038

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,111

REFERENCE

COMPANY WORKPAPER - "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER . "GROUP INSURANCE)

LINE 1 x LINE 2

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION
EXPENSE

$ $1
2,072

63
2,514

422

2

(18,033) (564)

6,073
157,859

174
9,282

3,906
36,043

98
1,031

28,902
117,123

578
2,097

89,426
24,019
26,410

1,652
t,0Qs

481

ACCO U NT

n o .
301
302
303

310. 1
310 . 3
310 .4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

8

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants

General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture 8< Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

336
2,895
9,524

13
2,657

9
3

14,826
481

635
1

106
0
0

989
16

$ 487,545 $ 17,678

AMORTIZATION OF CONTRIBUTIONS (1,835) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(37)

17,642

Company As Filed
Difference $

$

19,928
(2,286)

RUCO Adjustment (See TJC-8, Column (B)) (2,286)

LINE

n o .
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Siena Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkeiman 0.22%
Miami 4.98%
Casa Grande 26,55%
Stanfield 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1 .48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

12

9
10
11

13
14

7
8

1
2
3
4
5

6

ADDI
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Tax Liability:

Calculation Of The Company's Full Cash Value:

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5X 2

$

$

$

$

(A)

98,722
98,722

115,757
313,201
104,400

Winkelman System
Schedule TJC-12

Page 1 of 1

$

$

$

$

(B)

208,655

208,801

(146)

46_947

15
16

17

Company Workpapers
Company Workpapers

Line 15 + Line 16

21.00%
0.00%

21.00%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 9,859

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 9,859

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 10,675

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (816)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (816)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 0.22%

3 Winkelman System (Line 1 X Line 2) $ 660

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 220

6 367

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$ (147)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (147)

3-Factor Allocator BV District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81 %
5.27%
620%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (C), L2B + L22 + L23 $ 13,052

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

35
12,548

469

5

6

Federal Tax Rate

Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

15.00%

70

STATE INCOME TAXES:

7 Line 1 $ 13,052

8

g

Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income

Note (A) Line 21
Line 7 - Line 8 $

12,548

504

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line g X Line 10 $ 35

Line 6

Line 11

Linet2 + Line 13

$ 70

35

105

1 2

1 3

1 4

TOTAL INCOME TAXEXPENSE:

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO $

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (959)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (211)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 Las

I

1 ,029

18 RUCO State Income Tax Adjustment Line 13 - Line 16 $ 246

$19

20
21

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col. (D), L1)
Interest Expense (L18 X L19) $

338,318

3.7t%
12,548

I
I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Winkelman System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71 %

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System

TABLE OF CONTENTS TO TJC SCHEDULES

PAGE
NO. TITLE

TJC-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUECONVERSION FACTOR

TJC-2 1 RATE BASE

TJC-3 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT no. 1 .. PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENTTJC~4DIRECTPLANT 1 TO7

1 TO 5 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

1 TO 5

TJC»4PHOENIXOFFICE

TJC-4 METER SHOP

TJC-5 1

TESTIMONY

TJC-6 1 & 2

RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 - WORKING CAPITAL AND LEAD/LAG STUDY

TJC-7 1 OPERATING INCOME

TJC-8 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

TJC-9 1 OF 3 OPERATING INCOME ADJUSTMENT no.1 - PAYROLL EXPENSE

TJC-9 2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 - PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

TJC-9 3 OF 3

1

OPERATING INCOME ADJUSTMENT no.3

TJC-10 OPERATING INCOME ADJUSTMENT NO. s

401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

INSURANCE EXPENSE

TJC-11 1 OPERATING INCOME ADJUSTMENT no. 7 - TESTYEAR DEPRECIATION EXPENSE

TJC-12 1

TJC-13 1

OPERATING INCOME ADJUSTMENT NO. 8 - PROPERTY TAX COMPUTATION

OPERATING INCOME ADJUSTMENTno. 9 - RATE CASE EXPENSE

TJC-14 1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

TJC-15

SCH.
NO.

1 COST OF CAPITAL



$ 990,665 $ 665,054

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System

Schedule TJC- 1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 7,663,61 1 $ 7,413,498

2 Adjusted Operating Income (Loss) $ 143,848 s 170,523

3 CurTestRate of Return (L2 /L1) 1.88% 2.30%

4 Required Operating Income (Ls X L1) $ 752,127 $ 578,874

5 Required Rate of Recur on Fair Value Rate Base 9.81% 7.81 %

6 Operating Income Deficiency (LE - L2) $ 608,279 S 408,351

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6285 1 .6286

8 Required Increase in Gras Revenue Requirement (L7X L6)

9 Adjusted Test Year Revenue $ 1,850,677 $ 1,850,677

10 Proposed Annual Revenue (LB + LE) $ 2,541,341 $ 2,515,731

11 Required Percentage Increase in Revenue (La / LE) 53.53% 35.94%

12 Consolidated Revenue Adjustment (Superstition/Miami) $ (937,341 ) $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 53,500 $

14 Required Revenue Under Company Proposed Consolidation $ 1 ,904,272 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 2.89%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule TJC-2, TJC-7, and TJC-13



1.6286

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System

Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
n o . DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - LE)
Revenue Conversion Factor(LI /LE)

1 .0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (LE - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38,5989%

11
12
13

$ 578,874
170,523

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 408,351

14
1 5
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31 )
Income Taxes On Test Year Revenue (Col, (D), L32)
Required Increase In Revenue To Provide For Income Taxes (L14

$ 191,051
(65,652)

L15)

Total Required Increase In Revenue (L13 + L16)

$

$

256,703

665,054

L23)

RUCO
Recommended
$ 2,515,731

1,745,806
274,960
494,965
6.9680%

$

$ 34,489
$
$
$
$
$
$

460,476
7,500
6,250
8.500

91,650
42,662

18
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX

Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)
Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$ 156,562
491,051

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23) $

(65,652)
256,703

34 34.00%

35

Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24)

CALCULATION OF INTEREST SYNCHRONlZATlON:
Rate Base (Sch. TJC-2, Col. (C), L17) $

$

7,413,498
3.71%

274,960



Arizona Water Company
Docket NO. W-0144-5A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-2

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
As FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission 8. Distribution Plant
General Plant

Total Gross Plant in Service

(77,542)
(201,695)

$

2,557
4,436,512
1,645,392

86,137
5,281,481

848,882
12,301,961 $

(5,979)
(285,216) $

2,557
4,358,970
1 ,444,697

86,137
5,281,481

842,903
12,016,745

8
9

Accumulated Depreciation
Net Utility Plant In Service (Sum L1 & L2) $

(2,957,804)
9,344, 157 $

102,013
(183,203) $

(2,855,791 )
9,160,954

10 Advances In Aid Of Const. $ (12,005) $ $ (12,005)

11
12
13

$ $ $Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (L5 + Le) $

(324,169)
62,181

(261,988) $ $

(324,169)
62,181

(261,988)

14 Deferred Income Tax $ $

15 $

(954,417) $

79,865 $ (66,910) $

(954,417)

12,955

16

Allowance For Wot*king Capital

NetRegulatory Asset/ (Liability) $ (532,000 ) $ $ (532,000)

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 7,663,611

$
$

- $
(250,113) $ 7,413,498

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)



b 1- a(D of ofv 1" O)
4' ¢\l 1-
N (D co

a>
10

4-1 o
v)-a|__v-
8
'Q1580.

o
(D

Er-
u>(_)*

a>

E.:

8o

fol;-li
_,D m

he

o mmnammgovvz°z<Q*1<;°u:n  8 § 8 ; n x o
Q . ~_3'»°vv- |.n N

he he he Ia as he he we

>~
c
o

§..»
w
w

| -
O
->
| -
U
C
no

I I I I I I I

<o
.<982:, _ §|-

$?,*¢rn.§0<
a 30
<»: 4-A ea ea ea he

I I 1 I I I I LilO
2

LL.|-
2
a
<1

he 9 he he he 99

I I I l | I

<r

O,_z
Lut-

E
- 1
a
< he ea 99 ea en ea as

I
N m
g U)

- Lo_
N W
_ o

l.\l

I I I

r-
m
N.
U)
F*
EL

1- LDN F
Q 01
Lo N
|'*- o

N

I I | I I

( D
Y "

Q

N
o
N
"hu'

->
|-

|-
<49 <49 Ia he he UP et et |

o
| -

w
1-
z
m
E
|-
U)
W
D
<
u.l
V)
<
m
m
|-
<
m

I I I I I

»-4
CD cm
r - r -
Q Q
Lm ID

o> G)
cm I*-
1- '

LD
I I I I I I |

Of
l e
to
LD

(D

|-(D
oo

( q ( DO v

Qgaun
x3 m<

N t-Qluz
1830.1-20.E
82%< n. <9 ea ea <49 ea he he <49 u

I I I I I I I

_|
<
z
(D
IZ
o

NIN
mm
'KIn lm
N N

*gnu

_ QQ
o°6'JJzr-0

mr-22

of*-o
< < he he he he he he he Ia

o
D.
ll)

b1` 1- 3o`
LO of of
1 ' v" O)
4' N
N (D (D

.5 nr
c

m

0_ 8 a

.2 a §G)

LL
o
>-
Hz
<
E
E

w

>-a8Zug
EL'="L
o 25
o o he

I*- N N l*- 1- N F
LD F U) m of Q mLD LD of 1- q- no m
N LD LD (D F ® F

m 9- no m q o
*it LQ n_ no ("')_
Q 1- LD W

1"
he Sal he he ea ea <8 ea eel

c 'Jo c c
G) -o-» E

4 |- 3 m m

_|
°6
v '
_|
E

U)

o
<
O

go1-
3_.c
t -
r~
°5 G) - V§ ~EE m

m m
8I*-I
3
.E.J

I I I I

8oz:

3:~:D.
as
o G) 6 6 d 6 6

N
o
o
N

3 ,:
(O

9' x.
- 3o f

3 9
cs <

o

+3
W
c
o
o
u-
o

.-0vil/l
<

<17

: f f
_cm
_|

E
3

92,
'E>~.can

z
Q
|-
8
DC
o
w
LU
D 8

E . a>Q. *= E =a
U 4-0

E
<(
c

x
15
| -
w
E
o
o

E

2
8
.g
<3
v>
E
V

9
|-
'E
as

8
o
x
D.
*r
Q 2
' -. 82 0
2 %
5 nr
Y 8o o

8
m

g 2
|- nu

Y 8
D.

¢.2u»2°
~88
. § E ' 2
._~3=°
§<°=Wgm

8̀°e°°- .9
'nEo
888
o

2 0 .
°5

8%
8

D. ¢-° HE
-=>-5-¢-»< E
IB E u ..

my%§§§UJ>.°&<-1-V45
1828898m 0 . 8 ' 2 , 9l - E . . S ° : .

N ~2.._42£88§3?
~~~~» » ~ = » @

wgZZZZz°ZE
E E " 'E

E88§°§8* . . . . . .§ oaggggg"
8 2 2 3 3 3 3 8
E .3 E

o
11-1
3

,ca
a>

Hz

E
a>

328ao'f.u
U QL. 'uCDS;
'Es .Lu

8
SE>

013

2D.
O :
r5.L0 : _§&w&3.9
82"5 .-;gr.Q ._
o 3 "'
c:
.9
a

'E
8
8 8

E E T 'z
E T 8

>. E D .E
'E

2 4

_ E | - E  8 8
: E 3 2

: ui 84?F3§
|-

8Q.. .
.Qz
ET
o

Q C
QB
.90.

£ 9
2 833E...gm
O Z
<=:

V)IDo
M>'o
<

*
o

~J :
o

o 8i<>̀E T
0 +
E t

` 3 < e

. . , <

E
* 3 54-' z
8<
o

'U
GJ|_|_

JO
Q!

D

u>
c
Xs..

8
s..
o

u..
0)
o
c
IU
3
2
<

E'o<4
2Jcm0
M
W
z

u.l
<n
<gum

--Lu
`g|-
3 8
MY

<1-
o
I-

8 3. 3 3. 3 3

§$88Q8&Q£
S C I I C C C C C C
» . E E E E E E E E
o  o  o  o  o  o  o  o  o
I Z D O O O D O U O

=- G)
< a I-

Lu _
z O v N (") <r m to l\ wow Q1- v" N CO

1 - m- v'
'=r
\"'

LD
Y*

LDv- r- of1' 1-



aJco°*5
>~...C0841
§ . = 8 °
. 3 0 &

E w
<5W
I -
2
8
q). :U
cm

E&#-
"511-

Q

Q -
_mo *
'UQ'CD 1"
~=8Lu-
a eva

CD
u

Mn 1-ID r-mq-mmcanmracomonomto-wocoougconooommm¢*)(\l l (\.IU>D¢.DlI)Q(\lMI*¢.DMU>WDvl-l07 G58G)I*CDv"m y ' u>~=r-u4nor-ool.¢>».r>».¢.» soucan
N 1-LFBWPH 4 nm m OF m m oo o mn wa u nNLD m v-(D nmnmcoow -vc"1r- |("3 WQ LDOJ1-

1-

r- t- l"> LD 1- ID (D (D M 1- 1-
of q N v

m LD
1- no
1-

nm

r of

H E

m
f--
m
co
ro
* Q
- Q-

8
4
N
Q
D
y-
v-

ea

m
| -
m
(D
m
' Q

we
r-  8
m_ 'Q
| "_ v '
( D o f
* Q
Q-

49

a- E3_9 | I I
* a :L

D 3 b q;
< §>-

q) Wg m
*on he 8 9 09

UP 1- ID
C*l cf: N

' Cal |  W W ' * » _
P ea N i f :  w  N g

N Lo Ra m
FT 1-

1-

I

5 9
1 . - 1 1

r-c*»--v~I oc>~=ru><D0> c6 4Dcoda mcocowwmcomr-c\ao7 ID N r-40 =r r-r--cn c>co<:>r-so U)
G) 1-<o~¢mwmunomur"-

6 L6

_fu-5~=l°l.:g; ` N 6  N 6 d 6 é é & 6 6 M
qt _ C91° 1-

1*

7 4  C
l on 03
Q <1  Q
c o  o  w
CW 1- W
et 1- "1
1- 1-

6
1- Z
o  cQ .Q 3

8 8aua
m
a ea B E 69 U P 0 4

3
8%%%8%88%38%8888§83%88%%

B EE E E
=¢§§§s§§§;§§§§§§§§§§§§§§§§;§fs§§§§§

3  8  $3 3 8

3§3é§gg§§g§§§§:§§*§§§§£§§§£§r£§:§**
o|- s

in

at
m
m

.91
CJ
2
. 9
D
o
w
U)
m
Q)
5
4-
o

8

<48
2 c:t: m

cm

3 §
of ro
LD

E'
_j
3
8
4

|..
q)

co
I"

U
_kg
E
:1
2
(U
oz

Q1-
8
re
o
cmUJ
D

D c
_| .86

z an

_J :

13 -  E
no no

a>

. 9
3

' E

E
3

=8 '
<

3
8CD|\

o
o
N

:
U WE
8 8 m_|3 E g

°.*a;

u-I
C

3
w e
cu c

4- M --.-4-I

8  E  *  FT  8  o .
E E ET 4 0. |...
D. g Q

8:
": .8m o
8 24 Q.
88
O B
*foe.Q ango...3 3
E E
3 3o u
< 4 :> r .C

u
2
E
an
4
4»
c
2
D.

'G
o\..
D

I IU)
o

n 038380583 ELg.g)I.l.l"3

C C

m

m
m

d

r:
.Q
ID
0
GJ

Q
I

3
3I...
u
u
4

c

U
4 ;

G)

g
. g

.98 8 3
-is 3 .Q
Q Q

§§3%3
388§28
§§§§§l
4 m

go%§r§
2<.§§33

98" I;~ §§§=8 'Iopa an

s =8
4§§§.§§§§==l32

E Y E
3  a n 1 5

>-
4:(B
Q
E
o
o

E
2
G.

*G
asL..
D
o
u
D
an

f u
a

ea
a
a>
UI
m
c l:

88
~:§
Q88348
8888
9223

' E3 2=cL
4 ;
g o
88

no

' E
o
Eme
W
:
'D
<
4-1
m

oo3no

333§§§§
4388888

I- Fod-nm""womwo~onnwmwmno mwmwnm<3CJC35(35u-C\lC\l(\JC\lC")U"Jl*7Wl*¥'=fd*l*}*1WC9QU)CI)O3OJOJ0J03mmmmmmmmmmmmmmmmmmmmnmn mmmmmmm

§=i52
89

8 4 3
§ ' $ Q =
82538
s3='g

s e
3888

Lu .

1-1-1-1-1"1-"1"l'*v'y t\l(\l n a a c u m m m w m m m m m m m n n n w v v w w w w w w v u n L r u n u : - n r u r a m n n n m n m c o



.8.83.§3§§§§338§3"§§§§ss§§395=#»
§ 1- q- 1-8% 3'*E

LDN
N |-

m IO m N r-- Lm |
|--U)
:Q1-
' i t
**;
m

Lf) I LOco mIQ IQ
N (NaN Nr-- |~-

F (DI I  1 -
'1 'Q
m Nnm if:
r"-_1-

8 §c
L !  :
m pp
m R

go
o » n m n = r r - e r wm u a m o o c a u o wo u m m m m1-(D n<:>o">1.r>1-1 "=r<"'I-- l~.. uacvwr

Cal (D y- vi*-1

1-
69 HE ea ea an he

by 4
| W

I I mC\I 3?
<r

* Ncm
Q
mN

s m 1
88

(Na

' m \ ¢"vp..l,0 r-- 'coco | - Q m
ODW ¢"5C'3P- C\!. 1" ¢ 1-

1- C 89 1- 1-1- ID
' M Q a6 u§o".T r-Tai1-

1- OF v'
v I-- IO

m 1.6
no
1-

I 1'-
LOno1"

08 8
* Q 'Q

9 9*: l":

KDm
| =Q

04N
f"1

E Eqymr--
y) - - \¢ ->,Q.C

U0 01.--mm
E..-::,
gag;I

Q
Ca
"3
l -
.Q
3
8co

8== 3.8 c

Q X
an LLI

D

1- Q*-.4

he <8 69 he ea

1-
oori

1"
m

3
£1
C
m

.E
m

. 3
'ca
4

he he ea

6cs
¢"-
of

'63
' I f
~=r

an
we
*=;
m
1-

F88
:~;\n
so

8
1-
UP
go
Q-

8no
mo
cml*-

I I.18
C
ea
E
9
"5
Cr

of
|-...

ea he £8

cm

Q
Ra

Q)N
et
so

8 8
'QUO
m y

LT

anT'
U)

c o  N N 4§ CO FJ r" 3
et *1 *. "*1*Q
cf: W N P (NIID G) 1-
N

mno
~_
m

1- U!
|*- 1-I: ID
<1

OJ o no noo (\1 we nrl "  | m I m
N m gr)m of ofW W

I |enco
E
3
<(

he Ia 4:9

gt; E 3aw§§§§§5885§§§§§§§§§§§§§§§§§§§§§§§§
8 | - m u : en

" a28 §
EE E 8

an a e a e x x x x x s s s s s:§8§§s§3s8$8a8888$z8§§§§§§§§§§§»m
1- w e vs

3 9 8 3 9 8 3 9 8 9 3 9C5103

m
m
m
2

3
m
u
o
m
U)
m

m

3 3
m (D
ID E

49'E
eaEE
:a

3

c o :ts
° a

>-
O >
N 'Q o

U
2232moz

Q|-
8
acOwu.lo

L-
Q. 'Uc wm :_|

44
C 3

ea
in

1 :
2
E
t•
<4»
c
_kg
D.

co
.3 9
m

98
o  uu  09 4-1cu fu
3  3
E  E3 3Q Oo O
< 48.-

Q.

._ :
Q68 *33"~=»-w g go 3 = Q
°-'c.1.__.-13

W m ._`°*5IDE-'EUQ §»»33 Qn.¢nLu_D EQ.
_1(f)£" m

'E
8an £22  c

n:.-*"E... 1U8-15
W3E§ m
CLEU§g'¢l

€'-l-E8
m

mcor-nom
6

C
.Q
Ia
u
a>
D
I

:
uo<

I
4 3= E : P

8
3
E
D
>»
c
m
Q
E
o

o

E

Em:
u
<
E
2D.
u
.8
D
o
U
D
n:

>~uc
.s1.>0
an
D

' E3.4¢
ECL

& 8§ 5
3 8
o n :

E
8
:
u
<
Has

o

D
ms

3889
835888
388888

22 e E

3§§§§8

3155;
888

1858

,w 44 |- 8

3 §§ 80 E §§ § 4 §
ll' llii 3% 0

E
G)
m
GJ
nr

8
8.5
§8§§
£58

I

l- <-c"J-=| 1-nm v o n ca nl oo -=r \n rn oo o» . v>-ernncor-ooO 0 8 Q o  9 © o v n § n n m 3 m v v w w w w v m 8 o 5 m m m m m m10 of C)

l ~

§
33
°8>. | Es

§$§¢nE$Q¢o.. 8
098.3
§;8§
3°'~8
...Z
g_g>-,_
84848

o l - a . 421
In C\I -=rl.or.o o o a a o m-4Loco h o m o m y (D C o m o no>~uu' :¢o l- -ooo>o n m U)1.D m oZ0*n"*w@""@D wmvww vvn nnnn nmm§ mm8m mmv;wvww¢wwvmEmm mm m%©



8m
Ia o '*"lo o 1-C N
__m :
W co
m N

.§3.§3ss§§§33§§§9§3§85§§§33§§8.§
2%"§§$§§§"895*3""§8§ 8rcNmmm 9 9 8

1- 83
<5

iGJ

r-. rim
N N
no no
Q I et

9 53
of et
1" 1-

Ia no
UP F
UP et
ID N
8 (9

1-3

1-
he ea 69 EB  ea en 69

| l l of
co
'Q
m
Ol

I N Q vFT m
o> <12

cy(Na

F G

MQ
1 -

' 8 83 " " 3Q w3QQ1-P-1-C3lI)t"}
1"Lf) IN

I

~. '1 Q1- 1' (Nl

m N (D I"- r-- |"- 1" m o Lf)(D (D|- 1- 1- (D C 'Wt CO 1-1- 1- 1" UP If) FJ
N Ru CDLD

go
1-

I  m
(D
(D

1- T*

3U)we

P'HI- l""
UJ(\1 1C\F
:Ono of
o.Im_ et

8 9
sq et
v' E

N
no

| Q
cf:
N
et
Y*

.3 ea

.fs 8
83
5  x
q; LU

E ' " * -QB
E E>»___,€'°
W o o

( u S e .
- I

4
<.>'
"-9
|-
2
3
' o
GJ

. c
o

( D D

Q u
GJ

I .E
~:
o
E
<1
_8.
'5

eau.. he he ea 66

I I

mcz-
ON

£3
C
ea

g
Ia
.:.\
U
<1

e n he he

gr;

LD
UP
9 -
--1

3 9D 1-
N12
-i-I

Q-,'

cm1- I

gr,"

Q)
1-
ro
(D

o I2
C
q)
E
8
ES
oz

3
no
*1
ogo

<6
no

en w 69

co
1
"~.
ID

oT'
t*l
D1-

P-
1-
1--
(D
|"

no
1"

9 1- U) CN]
§ w N 1- m

- Q "Q m_ Q
m N q  m rJ
weN  w

mm
LQ
N

up
w
"2
we

no
N
WI

8
*1:
CalNN

m
*a
(NlNN

I IU)
C
.o
:E

3
<c

e a ea he

`"
1I

' 32323~23<=3~2;.2z.2

C>n<r.D\n*1-\nf.o<oc-J

ca
Dew

we

n.

89398939393939

GJ
LT
(U
.92

3
(0
u
o
Ia
U)
m

aw§8§§§§§§88§5§§§§§§E§§§§§§§ssss==9
§ $ , _ o  8 8 o e 8 r > o n | n v o n n o n v - n n v -

8 8 m 8

E
9 -_ v-nr 8 :: :I .

293-§§§§§§8,5§§§8»i§§§§§§§?§§§§§3§§§§§§s
E 3 6 £ 8 6 6 8 4 l d n n ~ d n n o n n n n n n o ¢ \ i ' n n o 4 n n n o 4

| - anw e

o cm

N 8
of no
\0 Eo

5 >-
>8 8 o

mm|--mm
cl

3
33
_om
o

4-r

ea

g
m

<

z .8
E  8
8  2
L. D.

O 19

E
L.
:L 'D

..l

'uo
E

m ~88888;

z
Q
| -

9_-
LZOcmLIJQ E

>~
R

::L".
Eu 3

an .59 88 c

M _ii
E E 1L1 G. Ru44 1- )- "'
8 g 8 < i "-
°..9 E 3 Q

c
.Qm
uea
D

3:
uo
< *<6'=is'.lt§

:o
E
w:
'5
<

3 - g 8 8 58 els a ;§l8'§l§lBl*§-
" £8 -§ 4

1143;giliglsilgélliiiiiiilgg*ig

8 g §§=§ . § a.

w 38883889 go
_mg 5 2 8

898888 §§§s§3§§%§§
5

8

m_|8 95
c C

UI
<

'é'
_kg
B.

* a
8
D
>~
:
m
Q
E
o

O

*a

E
I a
:
z ; -
4
4 *
:

. . '!

4-»
u

. g
Ra
O
o
: n
n o

> \
u
C

.s1.>
D

I :
G.)

D
G.)

a
G.)
Ia
GJ

r e

8
ET

838

£338

8 .G Q3t=»
£43
E33
: E
8 344.3. <
`°"é'82*Lm
$ 9
88
Q.EOQUODno

..
oz
ou3oz

o

C --5a"-
Q. : : GJ GJ
4 M . : ; . J

.._,t I W *
* <\1 mc>C ; 8 0 0 v - 8

8
§

Q 8
88 8  3
§§£2§§338§=§
8388-4
§§g 8
EE"-929385

88a£§

nm vo I.r>oo<:> nonvuwrmcooomo m~u»\n¢or-coO 9 3 o o o ¢ ¢ w n n n n m m m w v w v w v v w m o 8 m m m m m mZmmm ggmmmmmmmmmmmmnmmmmgmmmmmmm

8°,:§~-
9  3 3
a  E t
§$§¢n
%.'9°§
8 3 8 8§Zol.ulQ
8'a§§,. .»¢>-m
§8'5-»Ds;

Q.

LL] .
D n m v m m n m m o Nm vmm n m m c MWWW Q Q m m e m w n m m o n m m w m a* @ © @ ¢ v w ww n m m@ m m m @ m ¢ ¢ ¢ q Q q q q ¢ q @ 9 @ @ @ @ @ @



\r>tDw1-owmG>Qr'aDQnu3cDn nLr>v-l.r>cDLoo lnLnr- ¢ooc\l¢\ll-.. 0Qg\l.¢\l(qg3l9lt) q @ D mo>nl--wr r-cawmomoo' neo ¢ocol--r-~u1-1-».r> ID cow:mr: -u mwrno-vuxr-r-maxaman
1- o o no oa e ua m

3 g\ ( \1 ( \ | -om
=Q='a
1"(Nl

*=1
1*-

§ . §§86§§838§&§§86¥66§9§ §
n`

LE
' Q
¢o
|"-
GO

| r-Lf)
4
cor-
Ga

m<9 8
'Y co1- WQ <4
Q
(Na

8§
: 9
_"Eco
CB{")
mom

6 cl t- 1'

1-
69 en uh 69 uh

o I r EIT |
c

ca

8NLD
I  m 1- LD

1-  M
sq ~.
1 "  D

LD

'83=f>t=
'var'aw-c~ocoCJ I

K\IT-1-D31'{\I
' 1 Q N . * Q Q ' 3 .

1* CBD! -U !U)(")
ID 1-

m 'C\JC\41-M1-QCCD
I-f\J(\1-(\lU®<.D_

1- w ea m r-
N
(\I

m
n_3 ea

.9 8
8 as
4Q K
w up

E . . .£§t-
W M-8; o
.--*5~4
5. 98.95:5
2 1 4

-=r
6
W|-
23
3
8of

D

D  |
GJ

| n
E
O
E
4
8 .
8-

m u . ah

l !

8
8

38
c:
iv

g
vo
.::
' o
<1

en ea he

6;
N8N

etN

9C"7
GB | IET

C
GJ
E
8

:as
G.)

n :

3 3l-n9v-U)an

in

*Q
8

F336I*-LDw-'
n_Q":l11-1"°*.l\.v-.11.4 1--. I up

I--

go"

P | 1 -
ID
r--

en en he

(D(\ll"- qtl*-8lF) cf:
no -**l _no

CWWCD8
l.l)v"
1-1-

m LO
09 U)
"L as

1-

N 8

m
o>
r - -
|--
m
LD

r--m IDv- DLD
""'_ vs.1- -4 IDN

w
8

-ro-acncnnncoooIDT-ID!-<":i£D*'Fo>c>ro-'=rc\1<\lv~1RD1-1-1-1-C\ll-¢\l1- 1- '
Q
we

no1-
q
N-4
Q
wr

I I
2
.Q
=5'o
<

ea he ea

g :::: E328-§38§§§8§§§§§§§§§s§§§s§§ E§§§EE§-s 8

E v- 1- N

§§§ :re : 8 ah ahs# as28;§§§§§§§§§§§§§§§§§§§§§§§§§§§§§§§§
"e 88 8 s

G)Mnm
2

4-
. 9
u
o
U)
UI
m

U)

8353

a>.c4-1
8Q .

N f-,3 8

' U
$3
L l
J
_u
m

Oz
Q| -
8
no
OinLIJ
D

E

' B
2
i1.`
an

<

m
<"J
r -
t o
¢")
d

c
. Q
m
u
ea

a

E

Ean

3
4

o
/ \
o
o
N

o88548 c
mBE _l`5E43 an JO E U

3 an
c

§___...
E E 3388an -- "'E§'3<*°~Q. g9-3

.5

I
C
.o
.g
L..To av;:» Q.a>10ETC

0.9.93m41
c
2
D.

l 'T 1-
| :  c
m go

To3
uu
<
3\uc
.9uI:nu
a

E! E T

288889.421o°"'"8:=J3'3<
8833
>

41c
4:
E
*a
a
u
<
Hm
z

Em
8 no c 3 E

N
.BE_.,_, * ~3___: C 38 ._

c 3L|.|E0.|n}8M .98
.nm c c : °5l.99994 L

3888 ENE- c 8m.Om:.:\.- EE:u>rumru .-.mc
= m Q D Q_£q)@q)¢5m8-00 can \-CMU) ._.65.§uJ

95
EE

c
2
Q.
'G
.g
Q
>~cNQ
Eo
o

o
.g
a
O
o
3
no

E
s

g

3;
38
Se

§§
o
u
3
z

g
8
8.6 g

QE 8
89 >
33§§§§
;8§3§8§
8884
§°§§§-

228883
3§§§8s§

8 3 8 8 8 3
_Q 5 5

8 E 8 Q § 5 E
3 =8 E 8
3 g EE* 8 *§8§§§§;§,_a

Q "s - ...- 8383; 88-gw=8 E3.n E .98 g §§_.§\::_\§'g§8o>8,_

_ * »- : - - E s o S " o§§=~~.',*'?§ ~§§é§§8,§ §I&388§8;3§»§;
O

U
aGJUI
<u

oz

go 41
'ea -8 4 .2
cm E E O: JL)*- Q uGJ u u 3
z < <1 Mr

2
> 3 8 9§ $ 3 5
3 2 8 2°. .- .2
0 Q 3  E

8358
3 4 . . .
k g > ° 'N c
. o E2 Q.̀8¢L

I- c*>w n m v Q w m m o v n o n m w m w m m " m w m w mo t o o C>-nmwcvcoroco-4ws=l~¢<rv-=roo 8UJU>03(JJCIUJO!<Zc'Jc~">:*>gmnwwmmnmwmwmmmmmmmmmmmmmmmm

u_l .§ g - ~ < ' > v ~ n = » v ~ H 1 9 2 2 " ! " ' Z ! 2 . " 3 " I 2 ' 8 § R 1 3 § 8 8 ' & 8 8 8 5 9 3 § 9 ? 9 3 8 9 3 2 - 9 ¥ 9 9 ' $ 9 9 3 E % - ' 3 & ' » B 8 E $ $ 8



'lam
no
r--
co
G)
we
<1

LD
mo 8
: Q3 o
m vo
m EQ

1""
he

c~loo<-cococ*nl-n<-<-l.r.=l-l.r:uc:oo-=lr-\n q v 1-ooLr>c"1r-mu'> co
1" cc>ocol --w-ovoacvm com

m Loco1-f\l *Q1-
8%"§§8338l838"§6"E8§

3 I 3
no LD
" 1 "";
m ¢"J
N N
v s_ m_

N Q

CDU)
C\lCD
<44
UJLD
4 n
Q
¢\1

ea ea 69 69

I n

8 ' | \8.5
>~_.(98.80)
._ cm
E 6 8. 9  |
E u

<5
" J
|- c 4 |"- cn

Q m
Ia #-1

1-

3mwe
23
'D
GJ.Co
(D

.Q 8U GJ
SeQ.0,65
D

0a>

U a
GJ

I .~_
171
O
E
<c
.?."
'3

69 u.

I co m
1- C"'J
:QQ
ro m
cs |-

1- CD I-F  W
. 'Q

1- W
no

:h.r--c~.1ooam m n 8 m
'1L°9* -"1"1cum'-c>c>nIO CNE?-

~co<*:-aurmmmnowrv-no LD
cv-4 C\JDv-C"}C\l £D ' (D
1- Q-F 03

s- 4
on

us <17 at
q
C"J

I  8  I  3co co
"": '":m mN N
et m_
N 9

oco| |-
mN
m_
N

ea ea 69 he

I I I I I

8
8

8
c:
O)

g
m
.3
U
<:

ea en he

8can
E
81:GJ
re

3o
W.

m iv
we r--
r- Q

1-

- 3
38

i f;

3an
Qco

I I

ea he ea

m
c

.Q

9
<1

we
UP
*'L
1D

N

3
r-

8  8
IM r'
N an

m

'8 3 2 9 3 8 3'Q" l l * :Q°1 '1c\¢~4www-wrg w>

cocom m
aqcqm m

we
1.r>
' Q
of

8  8  8(D v- q
no r.-ofq

co
to

I we
r-
no
nr

I I

6; 69 ea

5
O

§ EE E 3
a§§§§§§§§§€§§§§§§§§§§§§§§§§3§§§§EE§

o M as Se3 |- an
E

88 EE 58 £8g §$$a3$$$§§ $3§§§§§§=§§§§5§§§=§2§=§=§§§§§§=§L§==22§'e al.; .§ 3
898989698989

cm

38
of no
nm

l-»
. 60 2
c m
Ff a

8o >N 2  o

3
L l
:J
_u
m
oz

Q
|-
fr;
no
OU)m
D

' o
m

gr)
of:
|--
m
m

d

c
.Q
m

D

.Q4-
m
u

E

4-»
:
ea
E
-
in
3

v~ooN

E

Ia 8  E
CD c

z
< cm.Jo..
n=-f6

'EE Lu 2
5 a> |..o .

9E<') :LI-. 9 E  3 - ' °

EI
an
<4-»:
.EE
Q.
4-u
.g
D

I
-Ru3u.oO
<

| D
c |:

.Q .Q 3

4- .38 3
8 § W § a 8 § Q
3(1) g  g  3

GJ G)

E E,

4-»
c
an
E*
m
3

9
<
* g
0

.... »-- LL O
an 4 m

Hi

8

8 8 2 .g g |- 3
3 -'e ._
3 T; EE § 3 3Q 8 39835 8

c o as 3333 §s§T£8
3 § _ _ * . § 8 ° § > g » » - 3 - » E § § 8

E § :
3 ll 41; Q. §

his;88858338538 3 E_ngD. 4 U

>
IBD.
Eg
o

=3~
<
4-»

. E
o..

E.=
D
O
o
'J
no

Du
u
c

.Q
8
m
o
GJ
a
ea
Ia
GJ
m

8
°*§

8:5§§.§
838§
53

8
8

=§

88
3;
83
38
=3
§§

z

O
U
D
M

8
8
g
Is

8
8
8

.  g
9 %  8  3§§ >-

3§§§§§
8 8 8 8 4¢ = § B °°§°§3

8883§
3 8 8 5 ;
§§§~4§
226844

833888

o . :

32%3>seg
a$8wQ. no§$a8
0583
8388E6.u=
3z 8§m...m1
58>€
§8§s

DI-IJ.

v v F
n m w o m a g N G N M m 4 m w o m v m w m
o o D D G w n n n m m v v w w v v m m 0 m m @ m m m

z m m m m m m m m m m m m m m m m m m m m m m m m m m m

Lu . Q Cvc*>wrl.n<sr-.moaca Mmeuanoh-mono nc-1<r\nr.or--cocuo calm~=rmnrnr-cocno 0~.lm~=ru>col--comC>§8l*¢\l¥"J'*1lfJ¢DP99979:*,.!.1-1-1.1-?"-\,ll;\l(\l¢\lg\l(\ll;\}(\l(q(\l();l.")C"')lr1¢qgqlvggq¢r)qtqw¢~q~¢w;tqrqqqqjEI0LglgLg;gg;)\;)L{)(Q



q; O
o oC N
3 8m co
m 9

(\1r"- :QQ , . . . f\ l1- (DI.{)ggq¢q r .or- - |-o|- - <-r-1-- L o o r - o : m o a m
'D - n a o co G ) l M Q 1 - I 0 I " ll')9P*~C l*-U!(\l*t v m o m w v w o m \ m

1- co8cor.owcooo
I.n n m l-<:>
U? u°>_"a_1"C*¢l

"\61-"'¢'i-r-§n"<-:m'1-7n'l-3NI6n' n'88 8§&3 11739 5; :_-"3 3
1- of: 5 3'Q

35 I 3Q ca
< N.W Qfr ¢
LQ sq
N QL

too1".1"..
4

m m(.DC\l
LQ
N

v"
he he 619 69 HE

I
C

'Q n
CD| .n
E
o
E
-=:

' ' ° W W T*-r- N
02 et1- OF

m

3 2 :
Qm ycon-

I DO G)
v" of
'-'> Ru

1-

G! D§ G 1 r 8 8 co
- n. "*l Io_ wquqso r- 1- D CD N

ID (\I1-

!")U§r-CT)CT>LDl*-l.\")¢\l|*-
"*l*IL _ncq1"C"JID WI

h
1--

1- we w o Lm I ID
1- 1- 1- T*
v" (D co

co co

I
aT&`too
- 4

we
3
N

I  3O
n.we~=r
LQ
8

m
o

|  n .
gr
=r
'Q
(\I

E . . .
..°.%,§r-CD-1-»>~.El.oU). - " 6 ¢ 0
E  8 4 )
10553
8 8

~¢
C:
' a
1 -

8
3
8
w

o
=3 8
_  c
8 an
Q  X
q; LLl

D
>.
J

e9 LL he 69 he ea

I I I

3
8CGJ
gw:a
=x:=
-=r

66 (119 as

1-IE~:
1-C)
CL " :

1-
com.99

c
cu
E
9

: i s
an

no

9*
|-
Q
mcm

.
co
m£q 1- 1"-I-1

1- Q-
1-
Q
1-
q
1-

Q-
' <11-

we1-

en an ea

LD
m
9
cm

v""
cm
'Q
UP
m

8 F)
m_ Q
ID h1-' I"-

N of8 Q
_ <4

LD no1* |*-1-

8  8
*I; m_
m  o
1- Y*

1- M (\lou o r-
°z ID 'Q
N (NI

O€")
Q
r--

28
N Nm coQ I et
Mr W4 we1 we

I rIaC
.o
E
3
<

ea 69 ea

ad§=.=. =. 858§§§§§§§3;§§§§§§§§§§§§§§§§§§§§§§§§ésoO8899£99Nlh9ONNON\'NN91'QN¥@lD1lh@WF5
o  | -  w e vo
»=S

8 8 8 8 8 3 8 8 8 8 8 8 8 * 8 8 8

\ o o f N O N N N O N N O N N N N N N O N N N N N N N N

8
88388%38g93838888*§833883%

at
m
CO
.93
u
8?
. 3
u
o
m
an
m
ea

. :4-¢
q-
o

8

clOz
Z :
c
FIB

Up
c: -4

N 3
co (D
LO

3
.E<0
E
34-r

c
m
E
*-9
m

8
<

as
.-E
ETo >N W o

8L*32mo
.2
E Hz: o

z
Q
|.....
8
no
o
(D
LIJ
D

'o
E c <_I

D.

m¢")|-tom
d

:
.Q
Ia

D

l `
o
o
N

U 4-» QtN ; .
m g 8 8 93 8an -| 3 E .Q

nc»-3ET-* l.U0-1u
u>8E 383'&8°-

4-»
: <1

cl
'3

8 8

oIc

E
m
5

9
<

E
_~
D .

I

3
Du
< 33

I

44C
ea
E4-»m
3

ag
<
4-0
é '

a .w »- s
§_ g 3 3 g 8 '8

: =§ 8 3 8
§§§§3,§§ 8 8§§8§"§3§3'5 '§§

8 iv>__§§ § ,,1- s3§'§§§§`"" 'w"E'-

: g §§§§§l§§§§§ §§§5§83§8§383§T. __£E'?.°|§»-»-»- u an 8-» 8<> 8»-.g8
83§38§3§§38333§§5&§§§§§§82°8§§?23"

m
...J
._.*
D.
ca.
3
cm

an "5
- cu9 8 Ru88888=m . -

£ 8 2 4 8 0
C

uea

vo
<
c
2
D.
u
.g
D
>~:
IU
Q
E
o
o

3
.gD
oo3oz

) \
u

C

. Q
u

m

D

G.)

a

G.)
nm

G.)

C r

8
E34
E°§':l3
38?
133>

:E
8 3

38
3;

==n.

33

53
o
o:>
I I

as 3
§§ ,

3§338
§83§§§
8888§§

3§E§§88
883888

I

. n m " . W D unooca n Q n c ' : - 4 » . n r . o o o o > . c*Jwl.n<nr--oooc>9C>Gv-c\:nc~. lnmmm-:rv4wrv-:r4a: o>oaoaoamc><:Zc*>c~'>c-'Jg mcommmc-1cameo:-'>cnc¢c¢c'ao9c*1c'ao9_,mmmmmmm

$25 5 :

2  8 8
a  g m
g g
08838
5 3 4
c u d u a

3z 8§
g ' 5 > ' ¢
.  588
3 8 1 - E

lLI . 1-C\lC*)'<ll&')¢.DI*~CDO}Qr-(\|I"}'2llf)(D|*-IU3CDD 1-C\lC'}4ill̀ }¢D|"-CDCDD



8 CJCD
sq
ID(\lQBu38

RuMG

mmm gmm omonmmvmm8ow©m8m8ov mmwW MD nnw©9m8nm8mn iv m WwMMMW'4W 99Q Q *W we ohm s m m m m m o w vo vF NOWMWMW
9"'%3

J M

o c-'>~f- 41

we
r-- iD

- . . - . . . . . _ . . . _ . . - . - .'"c
n m WI*-CD 4 n o IDC"30) N P-C9

we
LD
*̀1
no
m
to
v'
1'

3 r 3m m
n. Nm of
|*- r--
sq DQ
8 8

noop,°Q'Q
88oziv

ea he 69 69 ea 69

3
=3 8.-. c
33 cu

8_ 65

CD 1-
cm m
<qv_
m no
CD|--

1 U)1-l-¢\11.0cqulNU)of

lco no01 1-Ia <111-'§3§g___§ .a48§3§33;g§§
m no 1- we so co
of co .2 15 dm'ID (\I 1-

et '83
| '~=
8
gr)

I 9
gr)
q.
of
r--
of
01

n c*J
m
"L
m
|"-

Nh

I

(")
cf:
q
of
I-
et
N

E°""'
2 3 3co 0_>»,_,*0384>
.-. cmE-cu
(EDD.
2-¢
<5-a
I-
2
8G).co
u: a

UWa>I N 4
E<c
2:3¢BLL ea HE he 619

I I I

r~
8N

m4-c:m
gU)J
D
<1 he he 69

Hz

an

8
"*l
|--
N

1-
DT'
-.4

an:
1*-(3
92,4N

3
Q

1- 1-
8 of
¢. | *Q

T* Q-
m m

I I
c
ea
E
m
m.
4 :
m
DS

4:9 65 69

Cal
W
*t
CD
1-

com

Qm
C91Dc~4_".°me-.un

m co
3 31-

am\ur>r-*1;
8N

8 RD
T'

'Q sq
o 03
N

now G)no If)1- uqnqN nr
N ca(D 1-n- etOF1-

*I
cf:
fQ
N

ID In
m m
|-- l r--
|- r--
co ID
of m

I |

2
.Q
43
D
<(

he he ea

r--

¢ D
Q so

z w e <0 GJ

gif E 3
5 ggg83gg8g§§§§§§§§§§§§§§§§§§§§§§=;
3 .2 55 8

m : : : §

29§§§§§§§§§§§§§§E§§§§§§§§§§3§§§§§§§

w

at
nm
m
2

2
.fs
u
o
um
Er:
m
m
5
in
o

,g

U

UI
Q 8cocsIf)

1-0
:
ea

E
4-»
w
:s

' c
<

171 5

E. ea
8m
>-Q .N Mn 3

3
_.Ag

D

2

G O

L )

z

z
Q
|-
&
no
o
(D
Lu
a

E
41
c
0
E1-
en
:a'ca

c
m
...I

.Q

1:
°;
in
in
<
4-1
cl~o

o
N

c

=r»-e
E i U £

U MCD 'C*"l_D.EE¢.,<,L
°.c=.E3-~*v

E

m
E

m £0£ EL D. D

E 584 g

8318 Ill as
§i8§;83§§ll§§ll§ll§§l§3l§§:lfli

3 »- 8
E j 8_ : 8 -

ii 8 8 g 9 8_8

§§§w§§§§§== §E§35§8§§§§;3
33 8 a»-8% 83£3°8§<§8

!8E3§§3

2A.
u
l'
5

a
Eou

:8`<4-1
.S
Q.
*a
.g
D
o
o
D
no

t".\
m
|--
m
on

6
z
c
.Q
8

D
I

'66

8
<
in
c.>
C
.Q

8
G)
D

G)

m
U!
0
no

z

8
5888
338

8338

.Ag
is
3;98

53
§3
isa29
§§
go
a

44
c
0
E
4-0
m
3
9
<
4-9
m
z
O
U
D
so

g

83 8 3
88 ms
ET -go

483 3
83888;
°§§@§;98985;
8388
5§§ggg
858893

I- 1-€"JW v-
n m . w e u r n o o o m o w m w m m . m r-~oo

34, 18
3 E
838
§§ -2

8'a _l_UC
3 £ a §
8691
.8'§ml§
5 m'i'a

1 L I .2Q n ww m ovnmwmmnmmovnmwmw wmovwmwmmnmmo w m m wmwnmm oHZ v vvvvvvwvmmwwmwmmwmmmmnmmmmmmvwvvwvvwvvammmmmmmmmmN m we LU (D p". of m o



b-1-1'-
l D
I D I I I I | I | | I I I I r I I | I I I

<o
U)
<11
o f

I \

If) ID
l*- |*
r-- I r--
cm m

in In

\D
r-
P-
m
D
LD

E 841.*Ha§"5'§,o.-
(0 4.)889
.320-
En.

al
L L
O

D.

cf:
GJU P: n
.912cum
m a

\Q("}1-L00|-. (\ll*-l- l -U3l-\-OII)|*- 8 9 Q-'r--mvrh-4Gal (\|v"'1-
U)U)
Q
4

1- l-* url wt 6
cf: m o cf:

N. 'Q1- CW

6 . 494-re cm
1- Q

qr

1 -

GJ
m
9 1
~=r

I I l'F
o-4
| -
2

§.co
cm

mQ
N

4,33
- , g t - L L

4883
9->-

>

|--1-1 -
».r>
no \ I I I I I \ I I I I I51 I I

1O If)
r- P*
r- I r-
cf: if:
o Q
m LD

EuD C
04n

"-.. . -Quo
38*4J8
EQ cm

o
°~l'5E<:>

LD(")l~"LDC3l"-
Q}|*-1"@LOr-.

1r~:"*"»_<a1l":" 01
1"P IDC">O

c o o m
'"£'*Q
1"-C9

N l- |- r-Lf)D 1- 1-
C CHI1- I ' 1
m 1- us au4 m on
1- Q 01

4 ~=r

1-
53
8.
we

cs

|-|-
dd

|';

955391 mm cnaamctacnoa ca ou oa oa m ou oa
N Q N N N Q N N Q N N N N N N O N Q N N N N N N N

4:
a

I I

1"

.. . E
E E E E

8 he E §
'a ts -_ 3 8§3§§§§§§§§§§§§§§§§§§§§§***§'*******

go
M

8
o

< r

CD

CD

c m

4-5
¢.>
u
4
U)
GJ
U )

'D
3
3
:.\
_u
m
O

of
of:
r -
m
m

c
cu

CRu
E
8Ur:m

o::l

cym
D
I

_cu:1\-
8
*1

\D

I

§§3§§§ 3 88 .§ =£=§§§§3E§

E F 3

585383

EG)
g
8'O
-=r
E
E
a
G.)D
8
O
.5cG.)
E
D.

2 :
ca.
Q.
:J

vo Cr:

o

8 4 : 8 3  6 ' 6  w 2
@ 405 m m

2 88 2 8 g 8 a
E g : 2 E ;

8 E E '=§ §§§

39 8 8s s is 9885; Ii 33§§33§§§§§§3
_ |-|- . g 848 °§=6@§

8 35§§§ss§,!,§§§§§§§§§§§ §

u
0
E
m
4
a
2
.==
o
.5
9

.E

>-:Rua
Eoo

ou3D!

3*
c

. Q
u
c
G)
D

as
z
Q)
m
an
no

8
11 ET

3.88
8884
8888
3883

G

8
8

8
j e

93
9 2 8§ 6 § §

§§0.8
0 9 3 1 3
332-mgu.|€32§§
: § > - M
.38T§8
E » -E .

. 1 I")"¢ 1 '

U O G O D 1 - 1 - v 1 (\I(\I(\I(\l¢")¢")¢'}WWWWWWW@ mmmm mmmmm mmmrammmmevacocommcommmmmmmmmmmmmm
m .
_IZ1'(\IC")Wi¢JlDI*-@G31'v"r'v-1*1*v'1-1*1"("<I(\lC\l(\l(\lC"\IE\l{\I(\l(\l(*}!')¢')¢')C') m  m m  m v v v  v w w v

'_



E an Lm
28 "a
80 N
W.;  as- us
8 c cucu 8
E a

83
(Q

8I v I I I I
cy

| l I | I I I I I I I | | | |

LD v" 8 Q |*-
Q) w l"- a-
"1 - Q "'; N, cm
1- an r- cf: ID
€"J 1- N m

"2 :Q
1" F)

I I

1_

p.. |-.. W
1- G 9
'"LN. *Q
U! |*- o

Q
N.
In

3
*Q
cm
ca
"L
Lm

wsm
*Q
oca
"L
m

I

q
m
92 ' on

,Q£0I

we:Q
Nr--m

v o<'1m
N| \<5

m 8u O: N
m m
m EQ

c | I I I I I I I I I I I \ I

8 U
.fs 8U
9 xQ.QW

mum our:C\IC\l¢.D81"==>°£t*aM n|*-07

U) r- W
N no ® N

vi | l*- 1- r.q
1- £0

r-
P

off

W W
gq ml go | go
N N
|"- r--
co go

alLL
O
x
D..
'=r
o" I|.-
23'Das. cU
(D

a

\

< r

8
<~4

8cm
§W.:|
1:1
<c

2
c
q]
E
9
3
Mr

Q;
w
11
l -

co
1r-

wc
.o
?"
*cat i
<<

N Lmv £9
g T'
no GO
we N

1-

o
Cal
of
":r
N

8
<r_
ED

N
:fa
an
of

N

I

8
EE E 5
EE E *E

8 '-.'1 H §
'kg E 88 3 -8;§" "a'¢s "see gaesxaes §§§me§ g g g s s g g x s8-4:§§¢¢§§=8§_,,8$88g§,,,,,,_,,33,,,§,,,§,,,8g,,,,,,g3"82268866814on~nonnonnnnnnon NNNNNNN

° r - < <

D E E E 8
813 .22 3
as: s
m m m

<<
4) 8)

8o
4:
asm(D

4-c

3
E
:J

.L'
m
O

2
E

D. Ia
' cea
is:

2
8
8ua"'8

m
Ea

:
w

en
2-.*:
o
.5
E
E

E

Em3
-o
-=:
E
E
cL
anu
5
o
.Ec
Q)o.c
m

cm
m
r--
an
on

a
I

-5
3
u
L)
<

ng ::1 ::|
o

O
==

a:."'
.€8`8<nLLI§

a<=*~<»NZ:"d5>-C4
8*6*,;;l18'
C O Q
<.c11-a

-3
'58

o ° 1 4

3"'8
0 5>3'§§

==5as">
§>l°"
o' -71'
53°

E _ 2 .2 8

3 8- 588 8>~ go 5 85 5 §8§2-»_§§=a;a3 33583438 88 »3§§§§38§33~=§
m Ia s m : 8 'QE En.=,3£§= 83§33§§§§§§ §§8*§338§»f38

.3§§§83 3 8
§§3%3%%88§?a983!332%3§§"8§» 'Et "
o \ t o  3 o 3 3 i E m o 3 § 3 » - 3 | - I $ : x w § 8 3 § § § 8 i 8

u . 9 2 1 ¢
W a n g

>~1;
m
a .
E
.Q

O
o
2!

34uc
.9
8m
D
G)
ammGJ
no

g
in  £8
.,sé§

lieu

Q84
889

8383
, ; I-(W 1-
<.a . o o o w o u a s o o N O N v r l n r o c o o u c c a rancor-no

c ' n c f a c " J m m m m m m m m m m m m m m m m m m m m m m m m m m m m
GJ .
C Q o v m m w w © h w Q v w m w m © m m o v n m v m © w m o v n m w m m_IZ 1-C \ l ( " )WI I ' )CDt~M011-F v -v °v -F p ! -1-1- ( \ 1C \~ l ( \ l l \ lE \ I €\ l ( \ l ( \ l ( \ I ( \ JC"J¢" )MC'JC"JC*J( *3t" )C" )¢">W4WWWWW

8



09CJID
co

1-

I I I I \ I I I I I I I

no
cm
of_
no

!
g m
... La \n45 *.>.0 oU_ x m
E E °*.Q 8 8°
2 8= a

10
GJ
U P
C Q
M 1-
as
man

1-

o  I.D  ID l"-.§§9e8r
IU M V) 3

3_8
v" (W

m

<\ll--m
¢C\1C"1lt")
or-cf: ofLU W W
1- *fa *n

ID LF!

mOF
et
et:
W
':_
10

ID
on
Q
(D
(D
M

Lf)
on
Q
c o
no
no

ADDm
Qco4.0m

go:
GJ
a x
q;UJ

I I I I I \ I I I I I I I | I | I I I

cf: o of CD of LDl\I no o on cm N
' co 'Q QQmof 8

3 ¥*- r
m ca

° sq Q- "1
1- (9 09

an
1-

LQ
1D
00
Q
co
co
of

10
m
Q
(O
£0
to

all.L.
O
x
O.
*I
U1I-
.933Uq).cu(D

a

0

3
22
C
q )
E4-1
m
.:|
D
4

8
C
ea
E
q)4
Ru

c c

I

Ur:c
.Q8
3
<

m
m
et
NN

IDm
sq
QN n'<tN

t - |-
38 -d

O

8 oa Q>8 oz c no>oa c noa 8 c noo1 oa oa o>oa oa o:
IDID IDIl)lD1IJUJU} lf}ElK)l8U)ll) ll' ) lFJIl)L) u

',5.0 I
I n.of

a
. . . E

.EE E s
Ge g 8

§E§§§3§§3§§§§;§§§§§*===l====l=§§§=Q><:=v=====v=
o o o g m ° 2 2 2 ° ~ ~ ° ~ ~ ~ ~ ~ ~ ° ~ < z ~ ~ 2 2 ~ 2»- | <

n S
|

1- 1'r  y 'v  1 - cm

1 8 1 3
u u
<r <
an m
GJ G)

m m

'ES
L :
<
ea
ea
U)

1-
4-5

<:
ea
G.)

U )

uU

t :M

ea

1:1
_Qm
:JU
(U

o
'D
1*
L:

2

m
co
r--
an
r o

I
c
o4:

E
CD
§
8D
<
E
L*
Q.

8
Q

E

m C  3

u8 I:
'EE 5-_E5
gm&"-K.;Q.E4JOQ_C

anu
E
o
_*
E

.E

To
EL)o
<

: H zCOTa.
3'w
o

g 8

8 s

8§.§§£ .38
44 E

eao
E
O
.5c
ano.c
Q.

L
>~:N:L
Eo

:-

8
.5

§ §
°~§
4 9 2

§818
3' Es8
8382
8928
5389
38%n28&
§%?»'e

o
pa:

4 I
E g 3 3 E 3 a

8 g 8 8883- 9. ..

as 583183
s84

82£ I e i o
O
3
no

> .
u
c
.Q
O
4 :
41

D
0
a
4:
Sn
GJ

a c

m
"La

To a> 0.4:o .QEsc54JO0¢\an ma\-._...-QQQD-cogoaau
Omero-___mon-
9 ."lmcuo

*
U J E E O
l3'33U
2

4 UT 1-
u w W W Q D C W D v W W D p D M W W ® W ¢ D v W @ © M M< 2 ' Dooo- -v -wc uwmmmm-¢ v r < r -v v r v r wr ooououomou OJC)O)U!mmnmmmmmmmmmmmmmmmmmmmmmmmmmmmm
q) .



1- CD
8 UII v I l l 4 I I a I I | I I

m
l

mif:
" .
cf:r-
Q

P - 1"
of
v "

8U
U Q
:: QS
_Ru p
(0 m
m an

1-

I.I)81-\.0W|"- m1-uam m o r r - . Y o m'r-nov:--ma1 11-C"~.||"- 1|"-
Lnr--m

1--8
"*>_n

narC¢"fm r--
- 4

If)

Lf)N
ofh
9
ID

LO
N
"":
m
r-
<11
IQ

co
m
* _
m
l*-
D

vil-
Q1-

E 8 so
~3 ea "5
>,O W
in .5 ¢L=-  cE an 3"
.Q 8
E :L

upLL
O
><
D.
'F
O->|-
83
'8
8cm

8
8 8- c8-8 a>

q;UJ
D

| | I | | | I I I I I I I I I I I I I

c*>8~ucounnrnN IDU>(")C\I'meow |*
3 4 N' <4o

to l- N1- M CU3 1- '1
P*QN

eam
m|-
Q

o f
C")
* i
<*>
| -
Q

I

§
N

£9c:GJ
§w. : :
' o
=r

8Cea
E
8'
3
n:

I

m
n:
.o

'DD
<(

r--
Q
m
( D
m

m
1-
sq
U)
IO

1 -
-=r
r--
1 -

N
m
Ra

mwe

'U

m
w

a>
D

I |

EE 8 §
EE E -§2 |-»- |- 3

" ., 99i 8 8 4 -l-l 3 "63888890$86$#¥$$$$$§¥$$$$$$$£$$¥3e¥§§
|0"':m 8. eggugggggggg .33333333§33388"--Q
g r »- _ ~.

EE 3

s 8
W m

*J 4-5u u
U U
< 14
In ea
cy Q)

( DU)

*J
8
<:

1 :
<u

S
: J

2
#u

O
U) I

m
o | -

z

a
x

c
0)
E

. 5

'cl
ea

E
•1

<
0

E

8w:J
'O
<1
E
L*
a

'ucso
'U WE
8 E' U.).1 J E
1: u

.Q
3

u
E
o
.5
E

.E

m
Ra
| * -
w
gr)

d
q )

O
I

3
:
L
o
o
-=r

E
I

0o
E
o
.5:
4)o.c
a

8 8
3
8 8 3 8 E 8 3 .2

8 5 s 5 3 'I '§°='$§5
3 38
'a 2 3 so 8 =2-53=w3'*ii 3§§§§§s~ 33888:8~885388 ET 8 »-83 n.n.2\5g2Z' =d-0- §§»§»~»§§§g§2 §" ¥§§=s8§5444 ag§3§§§;§§3§§§§3§§§3~§~

g
8 g 'Ag

~.3._. E..
88838333833

4
>~cNQ.
Eo
O

oo3cc

> -.
Q
c
. Q
O

as
a
an

E
q)
m
as
no

g
vo go
.,s='§
z r g g m

°38§8

3 - 4 8
3 8 8 8
8 8 3

~§
8.38

a t
E g g

a1"'§~>
§8f=~§
828%
¢uuiuJ¢
3858
§8"Z:
H 888ins-9.

_; 1-(W Q-
D M m e n o w m v ua no ua om n o <01-noo o o c n o < - - - v - - n w m m m m c o - ¢ w w w - w w - = r a a o>oao1 oaoao:mmmmmmnwmmmmmmmmmmwmmmmmmmmmmmw
m .
COl DvC\IC"3Wll)¢Dl-@@G1-C\I§>wII!)C.DP-90lG1-(.\l¢")W\()¢DI*-M0391-C\lC'3¢L"}.D...]Z1"C\lE'3WI¢')f.DI"-®C)v"v"1-1-1-1-1-v'v'1'f\lf\IC\4lf\ll\3t\lC\l(*l€\IC\lC"J!'J<"JC'1€"3¢"J¢")£"?C"3("JWWWWWWW

I n m d d d -=r c>



8 I 4 | | I I I I I I I I I I I I I I 15
1:6

of of N LD w r- N |-.. an
ID r-- Q- o no l'4QQQw'~~
N If) co (") LT
-=r 1- (*J r-- LQ

Q 41 1- 1-
1- W

mo o
cdr5 or?we1-

no

mCO
*Q
CDW1-
co

FT
ca
'Q
m
W
Q-
CD

I

|*\
of
m
<11
r-
m
Q
1" 1-.r -

I
anm
cm.
1"-m
Q

(\l<.D
anno
Q Q
CD 1-
an
Q
1-

6
'LD
-Q
1-

E 8 Mn
8 BE "5
>,O no
cm .5 an- on
E 3 co
.Q 8 a
E a

8GJu O
c N
3 :=
m m
m m1-

al
LL
o
><
D.
"T c:

10NI q I | I \ I I I I I I I I I I I I I I I l
o2: m
.fs 8L)as an

moomgooun oar--er
uraoou N N UJM 1-l l 'mr-Q Q ' Bw-ID

com weW 1-1-
vi off<3N

o'E
m
m_
l"
m
Q
1- 1-

ofm
dz
r-<4
Q

L)W|_
23'cam.cU
(D

g m
D

I

§
N

_cgCan
E4-m.3
U
<r

m4-
C
do
E
GJ1.
1:
GJ

no

we1-
*zcf:
weN

< 1

* ";
co
we
N

inc
.Q
15U
<r

mralncomm
111 'Q
O1- 8

qr

cy1"
et
D
I

G)m
Qq

com
'=r_
eaT'
ID

2w
cu
m

130280>090>nr; \nu'>u'>D\nu'aD\nlnu'>u'au':\rJ
w o w w m o n n o c ~ . l n n n c v w c > o l 4 ; n n n n n c ~ a n

. . . 3
EE E g
EE E

==a.r 33 3 3
§§§§§§§§§"'¥§**§§§§§§§§§§5**"§§§§§§§
5 0 " » 9 _ N

E §
GJ
a

I I
1- 1-1- 1-
1- 1-

8 8
< 4
m 0.)GJ Q)
mu:

4-5
8
<
miv
w

8
<
mGJ
w

Ru
0)

' o
E!
_L)3
210
O

' 5as
E
in
<

:Q
m
r--
no
cf:

Em

8
m yGJ c

8
6
.E
E

E
B..

o

LU .Q

o 8
cm
no-
o

C
Qu:

o5 'D

E 2
c c

83

D. 8
u UI ¢-»883uJ Dy#

_|UJ 8 c c : g m. 5 v m m m w m n -
w w E " " ' § § § 8 * é ' :==?8'° ' " ' "8f=*a?=9 . _ m m m m

c

o Ia
Ia c

>~
Na
Eoo

EU
gen3

3
E
3
m
U.)u
E
O
.5c0
2
Q.
O
o
3
noo

1:1

s '5 8-§3 Q 8 88 § 9 § 84
8 3 §l§§§§s§§§;§
9 -- : 94 53§§§F 88%9 8§§-.§

8
a

|
E3L.uu
4
8~'
.Q

a n
a
no
z
m
w
m

n o

8
-§§'

8

§ § , , =
§33='°3 .
3898

z 0
8 ' s > 8 f r
$ 6 6
28.28

G

1-t'7 1-
5 nwdddwo unooo nonmvmmmmo m furor-noUO\8OGwvvvWNNNM;MWWWWWWWW@88@8Q®@@<£Zc":c">c">rommmmmmmwmmmmmmmmmmmmmmmmmmm
GJ .
.ca Dv-(\ll")Wlf)¢.DP-WO3G1-€\l€')¢l.{)<Dl*-@U3C1-(\lC'}Wl£')(Dl*WUID!-C\1t")'¢L¢'J£D.J21-C909 \f}!Dl*-WC!!-vvw-v\-1-1-r1-{\l(\l CIfl€9{9{\l(Y(\l¢"J¢'3¢"JC'9(")€")!")¢'}€"JC"J W ¢WW



Q
of

4- .
m

I F I I I I I I I I

oID
QN

I

r o
c or  Q u

c o

i I I

N
r--I **1
|--
if:

ofQ
etm

of1-1- |kg,
*'3<rJ"5
8?.-»-cu
Eulmmum
2-£LU)

E

8mQ Oc N
E ';m co
m ET1-

Ra m o 1" no
no co m no LD

I 91 Q v_ m_ *'L l
("J 1- M GI 1-

In

m no
Q QI go | go
m m
1- 1
y' 1-

\
1 "

of*" v'" j | 1-
Q Q
=*; m

co€")

*f
O"a»-
2
8G).:ucm

I I o I I I

§
N

1- G.) 'JS E>
Jo cm ,33 3
Q  E _-- a

0 . G.)
>-

F I I

8 o
I I I I I I I l l  8 I

c~.I

co
coI  O |
co

I | I t I

as at
m
3 8N 4-38§=§8<'>co 41:8
a Q

cu if: m Q T' no
|-- of m so m ID
41 I UP Q <£ Ga <4 I
!* ¢") 1* W N 1-
m 10

no w
| go | (D

of: m
1- 1-
1- 1-

noo
Q
m clm c lm

G.)4-
_I
11-

.:§3""33"~'338833-333333333 -3ioo o o nonnnonnonc-lnnc-lnon NNNNNNN< |D I- | a Ag
: : :: 8

I

§3=2§**§§*§isi§§§§§§s§§§§§§g§§§§§§s

go
358

'Q
<
an
m
U)

* J
U
u

< (
G.)
41)

w

m

3
.EE3
2m
o

\.a.
*

E :L

¢"J
m
l*
o f
m

L i
G)

O
I'u 18.9

§8=»*5
33

W :

8
4- :J8 c

4-
c

Ew:
- 8
<r44c£9
D.

'EE
: JL.

8
<

o

CLo.cU)

.Q
3
8

6 1 >.
u
C
. Q

8
a.>
D

8 8
8 § 2 -8
E s 8 §

2 2 3 3 : g 2 =='~&
3 "3 ~§ c' "4 EE 882
§ §§3§=»3§ 8 2882882328522

8--82
88588833§§§5§33s8s;§§3§§§§33§§l3§E¢

in
"es

-2°16=.Qu>§'8§£
*ID . _

Q GJ
c._ Q ._

5. 5 8 9 g U)
to cu °* : ._ c:

'um
E
an
<
ca.o. c(D
2ea
E
>~:ma
Eo
o

Q.
.3
vs
213
' i i
2
O
o
:a
K

an
a
q)
Ia
q)
no

3
_ 8 3
9 8

5833
3883
§_88_§
888§
8330
§88:.=§

5 . 1-C'}*l v-
< m<'>c->cfammmmmmcfammmmcfac-'ammmmmmmmmmmcfacom

8

338
85 §
3888
2 9 8
§ 8 § §

as ..§<=>l D1-(\l¢'}'4l\D¢DI*~UDOJC)1-(\IC")*=Il£)¢.Dt'~CDU}CD1-C\l¢"}8l¢)f.DI*-W0JCJ1-¢\lC")'=1\I}¢.D



I I I

D| of I 1 I I

ca
| ! 8 I I I I I

N

(D(DQ I
no

no noLm 1DQ- * 1-
ofLDvc- I

E°.~0286
84"<v
-QU)
E 28

EuS
E

3mu OC N
3 3m m
m m1-

we LD8 °'383°°*(\l'1-°G_£DD}*tl
o
ID

I*- v- 8 Of 1- 1- 1-
m oo1* T*

1"
Ra1-

(Dof
**l
m
Vu,p

jg"
n.Ra
8

cooofN
mcm

'F
O->
|...
2:z
TJiv.ozO
U)

C I I I | I I I I I I I

|"-
LD

I I I I \ I I l I

m
ID

cogr)I 1-
toupI | I 1-

T' r- i i

400~=1r-00*d(\It"JP-C")
F we

3no°lmcf:

6m
n_if:if:8 G.)

.Q 9
O an
3
Q

as
a

ErDo(*~l

8
c
G)

g
no

. : :
'c a
Rx

8C
m
E
SL>
~;
no

I

IDID anr-
*Q1-Ia

o
E
-3
<1

Cbo
et
(\I

1"
ro

oID
mo|..

> >
E  E

E EL- \-I- |-

:C
E
E

uG.) <c
GJ
a

E

58 E 88 3
8883§8l38§§8§§§§§§§§§§§§§§§§§§§§§§§§§noQ 8`§%d§§dd§ddNNNonoidn:~inN¢~inoN$riNnNddd
§ 9 5- _;__ 1- :_

|

...soo
<

98;<<
moala:we

uQ
<r
G)
GJ
U)

an
ea
U)

'cm
53
.EB::
_.um
O

mcmh-com
t - LEan

a8

1:
2
L:
an
<

4-c

Em3
1 :
4 :4-1C
£9
D.

o _|

m 5
8 8.- 44 4». _ g  C  3

28888886M b :1 |_, D
_l</J

88
8

6 w
c

g g E : x 8 as

en C

D..
o
.c
ID
L.
oQ1ea
E

'8,3
uU<
)\u:
.9
8GJD

o.E».E»"...egg

>~:soa
Eou

Qo.c
(D
8?m
E
O
o
3
Mr

44 4a 4
> c c  R u o

I

3

E E ° i E §
... 'go * £8883 8 gl

|- E§;"M°'; 38:58
38384llg8;§;§%§§§§9§8i§§83§==

:  3 : 38§3 8 . 2 8 3

3333~38 553 G.)

E
CD
w
a>

M

'A 8

° § 1§883
#3388

398
u *J 1-0"JWI *

n co o o o wr o 'homo n o m m wr nn co oo m o co4u> r--oo
<Z<*:mmm¢-facoofzmmc-awmcomc»umcomv9c~9mc">o'>mc-acfamc'ummm
L)c.:

Eas

go

58583
4888§ 2 § §
23:12
§8.¥£ as .

.9 Tl_JZ ovmmwmw wmo nmwmw wmovnmwmm wmawmwwmw#NM448 WWF?wwFFww P WMWWWNNNW WWWW W W WWW WWW



LD
mU P

mm
m a

I I l

QmI I I I I l I 0 I I I I I I I

caUr:
Q
N

goco
Q
aD

of
'7*l
o
Lf)

c»'>oocr»<-oo- 4 o o g o o m n
" L Q  - ° ' l * * L  I
I * - 1 - C \ I C \ l 1 -ro

£0 CDID IDI  ¢ \ l  I  € \ 1
m mC") mF 1 -

c o
L T
n .
c a
g r )
1 -

3o
I-=(D
¢"J

mo
" 1
nom

aocnca
' E
inc1

co
Lf)

ca.
8 8 34-
Ur:
>~M<"1

C 0 0

s ° * < = =
< 1 5 2 4

3 0 1
2

v_
O
- 1
I -
.g._>
: s
8
. c
O
(D

8
et  8
. -  C
u GJ
8° xQ.¢\L1J

I I I I I I I I I I I I I I

|-
LDI 1- I I I I I

I \

N :Decor-no
o oomoor-oo
=~'a'- 4

N(\|
*1;
m

1"14
m
o
' ;
go
m

m<3
*";
mm

D

I

mooN

.59
c
GJ
E1-1
m

. : :
D
<1

$9cCD
E
2
'El
Hz

I

-:r
G) 8

QN

1..-
G!
Q
NasC

.Qr :UU
<

a
. . . E
EE E _

0he E E9 »-|- »- g

£8 E 33 3 s
3 ° 9 $ g ¢ $ $ ¥ $ $ $ $ § $ $ $ $ #

ll .<8 .*'33"~n33 :Q .3989444898854848888
o " » 8 1 1 N

o : s : 8d
4-ia-5
8 8
< 4
cu <0
q; an
w e

§
<c
anU.)

g )

'El
<
GJ
GI

U )

C

U
.59
3:J
_u
cu

(_)
w>

>
Dc

4-
r:
an

1 -
c
4 :
E4-
UI
: J
D
4
4-»
:
3
D.

FT
FT
|*-
w
if:
<5
<0

D

.=:~Q. E 088

8I 8 8 r-
9 E 5 : °' §

= Ia . 8 -~~§
l 888882 § 3

a : §393° "E ET 88 §§§§8~8§a3=: 5 8 .9 8348 883238
38 _ . .9 3 ag,a%'*§a§.§* .§§§88§
¢°¢§s8§§§§§33sss9s&§§§§§§§333§§§"3'

. 9
N . _. - IC  c

g o  R u  8  5  1 9  6  w  Ia
R u  9 4 : w

(Dla.-
o

. _ q ;  \ .
o r  . 9 Ia.Q Ia c  :  g  5

8  S  Q  c a  O

§E§
0995131:

*E88.
,lily

'n
2
i I
en
<
D.
o
.c
w
5as
0
E
>\
cIB
Q.
E
o
O

Q.
o.c:
(D

.FBw
3
O
(J
:J
no

|

:
uu
<<
i sUC

.9ureGJ
a
G.)
aa.>mGJ
Mr

8
ET

588;
889883

8 8 8 9

9 8 8 3

1-FT 1-
noociddwo :nana ncz>ncf1<rLrJr.Dcoo> . m-van l-~w' E G G * F w F W § W W ; W W W W 9 W W W 8 8 3 @ @ @ 8 @ @<<Zr'>o'>c~'1 mmmmmmmcocommmmcommmmmmmmcfammmmm

8

3

§§
48 1 8 8

8 , 9 8
8993. g g -
' g g x u g

2$ >a8- 'g
285%

. 5

o wmvmmnm ovnmvmmhmmovnmwmmw wovmmvmWWWWWWMWGFF p p p p vvVWNWWWWWWMMMMWMW MW WWWWWWWW



4-4D
I \ I

Q
I of I I I I I I I

Q (D
I 8 I I 8 I I I I

Ni <6
|

1-
ID
N.
O
we

882.cenc'>~.,_v
- cm&"'=°
.828-
203

E

ID
8 8
c Q_cu 1-
m co
m anv"

C\I ¢") W W 1- W 1- 1-
| .. | Q 1- go Q | I - I Mr;

N o oID we <41- 1-
oc?--.8f c~iv7

1-
IDLm
-Mr1-

1- 1-
m LO
~_ I N.
ca D
-4 q*wt 4-4

weI
O"'a
| -
23'aG).cu
(D

8 8mG C

8* xD.q; l.lJ
o

I I \ I I l I I I | I

I"-
LDI I I I l 1 I I I

m
ID

IDm
, . :

w w w r-- noo  vs  W  l*  nN co |
1-

we-4
*Q
Ra

| 1-
Lm
" L
C )
*T

1-
Mn
et
O
q

I

rocacaN

8
s :
(D

.E
L T
: : |

9:1
BE

m4-cG)
E
92:GJ
no

I

mc
.Qr.:DD
<1

1-
1-
' q
N

ca1-
:Q1-

ID1-v"
pp

<0cm
q
h-

> > > 18
as E ga EE 8

Kgné 8 3 3 3
.=-8 "5S88'588888$$$$$ $$$$ $§$ $
88: 88 gggggggg8gngggg so %Ih lD 8 l0 l0 w

€%6 a d NdNaiN6Ndddr~iNNdc~id¢\i§NI\iddddoi
* II n_

EE E 8

88
QDG.)
D

98;-=c<ma:ma:we

8
<
as
a.>

U P

3u
<
GJas
w

U
m4-

.59
: J
_Q
m

O
I

C

ca>

4.1
E

.5
m
m

2
1:
Ia
<

4-»
c
U)
E4-
m
3
U
<(
ld
c

E
aoz.o.c

E E E 3 .: g a °-E8
3 _ § § »§ E §§@
9 58389882 §§§§§§§§§§=;s ws ~-2 Mai 828 ¢==8 EE 48: 4 1. -_, 'as .u';§!,3 "' °.l=:s§

888£38838E3@33§s§g§§8§§§§§§333§3*3'

i;3 ill, gt
ii4384 43351 a 8

mcu
ca.

c: g m

-. E858*é84>ea .- .~=¢.8-.3:._._._ &<°E
EE MMM 8*8&>

ao. :w
3ea
E
>~;IUn.
Eou

D.
o. c
(D
L.
34:
E
o
o
3
Mr

C")
Ra
r - -
n o
Ra
re
m
DI
TO3
Uu
<
> \
O
C

. Q
L )la:GJ

C ]
Ru
a
m
(D
cu

n o

8
1: £8
8888
8883
3888
588%

3883

8%9  5
v s

4338. - o f
§§§g
8 m'|u9
# 2 9 8m m§§?. '§
E 8 3 5

w e 1-
TS ncndddvo 1.r>anc:> nomcn¢u>c:aooo1G ¢*> 1.r><.ol--cou 9 o o v v v v n n n m m v v w w w v w m m m mmmm<Iz<~':mmmmmmc¢commrommcommmv':mmc'>c'ac-'>c*>c~">c-unc-:<~'uc~a

ID
.E QI_ : Z

DVWWWWW MMGwNMW MM @@OFNM WW W QOW NMW "M1-(\l¢*J§rLI.)t.DI-CDUJ1r"r'1-t-'w-1-1-1-1-4-(\l(\I(\lC\l(\}I§J(\l{\lC\llC\}C"JC")C"J!"JC")C'}C'}C')C')(')'=!'=.Y'<l"4<t'=l'=l



no
-

I I o I I I I | I I I I 8 I
N

no
(Du O u
ro

I | I I
031""
IO
UP
m
wr

884:CCNI
_cu';cum
ma

N lf)l. 1-M N8 wr- mu) m| _ | 1--1-wmv * 'et I no
N IDID v

1-
co 4 -~° -._ N r..8 *

Nm
i iwe1-

N
ea
'Ra
I D
we

1 3 ETIf) ID
QS I 91on m
8 8

c~>
ID

l
ID

I

E n
23Wgr 14-meU33-mngzgw
Q 2 9
245

2
W
Cb
+-
23
3
8cm

8
3 8- cOcu an

I I I I | l I I I I I

m ~u»ncol--aono IDW !-l*-¢ 'O
. : . :

1-
o
f
m

I 6
LD

|  oz
m
r

4--
to
IO
UP
cf:
we

\..Q X
GJ LU
D

I

8
8
c
ea

*Ag
an

.:»
D
<1

8

c

G.)

E

9

24:1

m

r e

I

Rh
C
o

E
D
D
<1

m as mUI no o>
et. Q N.1- 1- (\I

cm
of
q
ID

:¢

w
12515
3 3 5

1 :

w
w
0 )
_J

D

.. E
4; %

3° .| E 3

1:°""5

.56Qu:
QD I I

1 1- 1-
1 n- 1-
1- v- 1-

3u
<1

D uD u
4 q
8 an

w
cm w

8O
<
8
(0

oo
w

E
>

' u
4:
_'E
:J
2
m
o

E
>D Uc E

GJ
E
8

m
L""J
h -
co
m
d
kg
D

1:1

E T

.Q
'5

G)
8

v b

E

3
vo
: J
U

<
E
L*
:LD.

.8
ll)

~8 c
W m
C 0

: n

D m

I
3
3u
U
O
<r

fem 3

g |-3 838 =§
8 §88.§ 83 8vo m §.v>ul m 13 ._ 4888 2

§ s Q 3§§3§33§§§; 38 893§§§"4§§
84~_EE§;§39§*8@is5§==3§3~%888§§3§
§;2§3§;;§§8§§§§8§§.§;3§§ ss3§§8§"§"'

ID

923. ."
:Om : °0-359980¢Mw c c

m m
ru°68

Es
Cb G)  0)

i . ° L " Eg_ 0 _ D 5

U
0

E
in

<

o
m
L.
an
•
E
>4
::
N

Eo
U

Q.
2(ll-
98oz
E
o
o
3
K

>
<.>
c
. 9
O
4:
4:

a
m
a
q)
w
m
oz:

8
3 ET

2888

8338

3 cu 'Si o

1-¢"J§l Q-
3 1-(\l{")DDID D1-lDCDCD1*(\ICD(\lC")w¥lD(DDDU>DD1"r*)'R1L¢"<DI'~0UL>c>c>oc:»-t-1-v<~;nlcwc\4mmm-=r<r<rv<rv-=auocrauaovoacncnoacncn<(Zc~'>c"'<~:tmcfammmmmmmmmmmmmmmv ammmv ammmmmm

B

58
s 82
a §f2

88":we329§
g i f ?
3888

(D
.=o1 C3*C\l¢"J*$U'JC.D|-C!JGJC)1'E\|t")*t|D!.Dl"--|7DGJCJr-<\l¢"J f\Dl1D|~CD0)C)v~C\IC"J'<tLf)I1D_JZ1"C\|C"JWtLl'}f.Dr-G3O)v-1-v-r'v-1-v-1-vu-CNI€NIl\l\T\¢ll*<ll\lt\ll\<|l*IC*|<'7l")<"Jt"J<")£"}C"JC"JC")C*')¢t I*1"<lW*IW



n| (5,979)

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE
NO.

(A)
COMPANY
ADJUSTED
TY PLANT

$ 32
5,644
6,748

362,960
63,2t0

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

5,096,324
14,187

156,041
7,528,455

ACCT

no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8¢ Imprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures 84 lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop 8. Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

17,821
6,867,915

185,773
4,453,852

47,182,263
570,481

11,514,583
1,716,039
3,292,465

47,015
749,765

1,140,045
1,456,091

5,987
346,377
66,730
36,279

657,099
50,120

120,057

3-FACTOR
ALLOCATOR

4.98%
4.98%
4.98%
4.98%
498%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%
4.98%

5,979

TOTAL PTY WATER PLANT $ 120,057
120,057

$ 5,979
5,979Company As Filed

Difference

$ 93,590,301
$ 93,590,301
$ _ $ $

RUCO PTY Plant Adjustment

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

RUCO PTY Accumulated Depreciation Plant Adjustment Gs 199 |

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 2 - Line 1

Working Cash Requirement As Per Company
Working Cash Requirement As Per RUCO
Adjustment $

19,303
(47,607)
(66,910)

4
5
6

$ 8,198
8,198

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories As Per Company
Material and Supplies Inventories As Per RUCO
Adjustment $

7
8
9

$ 25,618
25,618

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

Required Bank Balances As Per Company
Required Bank Balances As Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits As Per Company
Prepayments & Special Deposits As Per RUCO
Adjustment

26,746
26,746

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See RLM-2, Column (K))

$

$

$ (66,910) Sum Lines 3, 6, 9 & 12



N

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

QT

LINE
no.

21

20

24

23

22

27

26

25

19

16

17
18

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

"' Expense Lag Days Used in the Last Western Group Rate Case.

RUCO reviewed several invoices from a number ofcompanies withterms of net 30 days.

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating 8< Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FlCA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Expense Lag

RUCO Adjusted Expenses

Revenue Lag

NetLag

Company As Filed

Cash Working Capital

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 - CONT'D
LEADILAG DAY SUMMARY

Line 19 X Line 20/ 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E) / (cl

Line 18 - Line 17

Line 21. Line 22

Col. (c), Line 16

$

s

$

$

(A)
COMPANY
EXPENSES
AS FILED

2,491,128

1,739,001

284,236
467,891

752,127

4,099
14,877

7,437
152,915
306,280
241,035

53,098
33,449

800
107,575

29,284
50,473

199,919
537,761

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$ 1,875,648

(615,480)

(9,276)
(467/891 )

(477,167)

(138,313)

(B)

(66,910)

(471607)

(56,910)

(40)
(8,300)

(84,473)
(18,609)
(1,127)

(15,077)

19,303

(9,422)

(1,266)

39,15

29.89

(9.26)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

1 ,875,648

11600,688

274,960

274,960

4,099
14,877

7,437
152,875
297,980
156,562

34,489
32,322

800
98,153
29,284
49,207

199,919
522,684

(LEAD)/LAG
DAYS

(D)

37.00
14.00
83.10

212,00
(98.83)
34.72

20.43
(45.27)
(46.50)
(8.92)

00

91.25

37

33
14.00

Miami System
Schedule TJC-6

Page 2 of 2

$ 25,090,094

$ 73,439,529

$ 25,090,094

$

DOLLAR
DAYS

48,349,435

83,728
(673,482)
(345,821 )

(1,363,642)
8,939,400
5,792,787
1,276,099

452,515
66,480

20,808,369
(2,894,138)
1,708,467

7,181,090
7,317,581

(E)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $ $ $ $

$

1,223,975
491,044
98,160

874
16,285

1,330,337 $ $

1,223,975
491,044
98,160

874
16,285

1,830,337 $

502,317
137,177
17,323
3,476
5,031

665,324 $

1,726,291
628,220
115,483

4,350
21,316

2,495,661

7
8

Miscellaneous
Total Operating Revenues

$
$

20,340
1 ,850,677

$
$

$
$

20,340
1,850,677

$
$

(270)
665,054

$
$

20,070
2,515,731

$ $ $ $ $
9,610 9,610 9,610

9
10
11
12
13
14
15
16
17
18
19
20

199,919 199,919 199,919

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

106,061
10,374

353,495
226,344

2,485
394,754

1,303,044 $
(19,703)
(19,703) $

106,061
10,374

353,495
226,344

2,486
375,052

1283,341 $ $

106,061
10,374

353,495
226,344

2,486
375,052

1283,341

21 Depreciation & Amortization Expenses $ 355,564 $ (19,025) $ 336,539 $ $ 336,539

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 210,362
46,341

$

$

(72,321)
(15,932)
107,575
28,899
48,221 $

18,520
4,080
(9,422)
(1,127)
12,052 $

(53,801)
(11 ,852)
98,153
27,772
60,273 $ 255,703 $

156,562
34,489
98,153
27,772

316,976

27
28

Total Operating Expenses
Operating Income

$
$

1,706,829
143,848

$
$

(26,675)
26,675

$
$

1,680,153
170,523

$
$

256,703
408,351

$
$

1,936,857
578,874

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

Total OT Hours for 2005 - 2008
Divided bye Years

3-Factor Allocator Per District

OT Hours in Test Year

Normalized Level of OT Hours nr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Miami System
Schedule TJC-9

Page 1 of 3

19,687.8

28,132.5

8,444.8

35.85

78,751.0
4

15,008.5
18,080.0
28,132.5
17,530.0

302,744

4.98%'%

RUCO Adjustment w u o , w 0 l

white Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .88%
2.28%
0.22%
4.98%

28.55%
0.27%

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Pavroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

(A)
PER

RUCO DR 1.11.d

Miami System
Schedule TJC-9

Page 2 of 3

302,744

4 98%

$ 15,077

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator BV Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO Payroll Tax Expense Adjustment l:1> (.I,.IZ/)l

Payroll Tax Expense Allocator Bv Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Pavroll 401(K) Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401 (K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

(A)
PER

RUCO DR 1.11.d

Miami System
Schedule TJC-9

Page 3 of 3

I

302,744

4 QB

$ 15,077RUCO Allocated Payroll by District

Payroll 401(K) Expense Allocator By Group;

RUCO Payroll 401(K) Expense Allocator by Group

RUCO payroll 401(K) Expense Adjustment [u> ('I,ZDD)l

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8
INSURANCE EXPENSE

(B)

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

122
115

5
25

5
0

(338)
2,157Subtotal

Western Group
Casa Grande
Stanfield
While Tank
Ago
Coolidge

Subtuial

$ $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

$

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1 ,842

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
SO
31
32
33

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1,809 $

(85)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A)I COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (C): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 0.0036

$ 302,744

COMPANYWORKPAPER .."GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER - "GROUP INSURANCE)

$

$

$

$

$

$

11 ,095,569

39,944

83,825

38,854

6,201

$

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

s 5,111

LINE 1 x LINE 2

6 Increase/(Decrease)

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ $

44

63,608
74,159

3,062
78,367

7

526
1,846

ACCOUNT
no .
301
302
303

310 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
5.67%
5.00%
4.00%
5.00%
6.67%
15.67%
3.33%

8,837
62,119
1,216

21,575
10,952
2,830

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Pfant Land
Water Treatment Structures 8. lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission 8. Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture s. Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GRoss PLANT AND DEPRECIATiON EXPENSE

1,432
165

20,686
294

5,321
261
504

12,200
1,014

s

32
1,225
1,299

372,479
90,605

1,526,600
2,369,287

4,723
107,047

1,332,765
163
550

21,057
64,531
5,835

441,B41
3,470,340

60,776
906,504
240,710
155,474

7,046
57,282

103,396
310,142

5,878
133,027

5,211
7,549

182,914
30,458

0
12,016,745 $ 371,023

NET REGULATORY ASSET / (LIABILITY)
AMORTIZATION OF CONTRIBUTIONS (324, 169) 200%

(28,000)
(6,483)

TOTAL DEPRECIATIC Rounding $ 336,539

Company As Filed
Difference $8

355,564
(19,025)

LINE

no .
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

RUCO Adjustment (See RLM~8, Column (B)) $ (19,025)

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%
26.55%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
5.20%
3.99%
8.45%
2.95%
1 .48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-12

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

LINE

no. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1

2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. TJC-7, Col (C), Lm 8
Sch. TJC-7, Col (C), Lm 8
Sch. TJC-7, Col (E>, Lm 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

1 ,850,677
1 ,850,677
2,515,731
6,217,084
2,072,361

6 Two Times Three Year Average Operating Revenues Line 5X 2 $ 4,144,722

7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Company Schedule E
Line 7 X 10%

$ 11,944

$ 1,194

g
10
11

Company Workpapers
Company Workpapers

Line 9 + Line 10

$

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Net Book Value Of Transportation Equipment $ (76,558)

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 8 11 $ 4,069,359

Calculation Of The Company's Tax Liability;

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

22.5%
915,606

1 5
1 6
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

10.72%
0.00%

10.72%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 98,153

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 98,153

19 Test Year Adjusted Property Tax Expense As Filed Cm. Sch. C-1 107,575

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (9,422)

Line 20 $ (9,422)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. g

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 4.98%

3 Miami System (Line 1 X Line 2) $ 14,940

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 4,980

6 $ 8,300

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (3,320)

8 RUCO Adjustment (Line 7) (See RLM-8, Column (E)) $ (3,320)

3-Factor Allocator BV District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

237%
0.81 %
5.27%
6.20%
3.99%
8,45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Miami System
Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (C), L28 + L22 + L23 $ 104,871

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 21

Line 1 .. Line 2 - Line 3 $

(11 ,852)
274,960
(158,237)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch, TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34.00%
(53,801)

STATE INCOME TAXES:

7 Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Line 1 $ 104,871

8
9

Note (A) Line 21
Line 7 - Line 8 $

274,960
(170,089)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line g X Line 10 $ (11,852)

TOTAL INCOME TAX EXPENSE:
12
13
14

Federal Income Tax Expense
State Income Tax Expense

TotaI Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

(53,801)
(11 ,852>
(65,652)

15 Total Federal Income Tax Expense Per Company (Per Company Sch. c-1, L30) (72,321)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (15,932)

17 RUCO Federal Income Tax Adjustment Line 12-Line15 [$

I

18,520

18 RUCO State Income Tax Adjustment Line 13 - Line 16 $

I
4,080 I

19
20

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), Lt7)
Weighted Cost Of Debt (Sch. TJC-16 Col. (F), LI )

$

$

7,413,498
3.71%

274,960



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

(A)

COST OF CAPITAL

(B) (C)

Miami System
Schedule TJc-t5

Page 1 of 1

LINE
no. DESCRIPTION

DOLLAR
AMOUNT

CAPITAL

RATIO

COST
RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31 % 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System

TABLE OF CONTENTS TO TJC SCHEDULES

PAGE
no. TITLE

TJC-1

TJC-2

TJC-3

TJC-4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

TJC-5

TESTIMONY

1 &2

1 RATE BASE

1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

1 TO 7 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

1 TO 5 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

1 TO 5 RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

1 RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 . INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEFT BLANK

1 & 2 RATE BASE ADJUSTMENT no. 6 - WORKING CAPITAL AND LEAD/LAG STUDY

OPERATING INCOME

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

TJC-6

TJC-7

TJC-8

TJC-9

TJC-9

TJC-9

TJC-10

TJC-11

TJC-12

TJC-13

TJC-14

TJC-15

SCH.
no.

1

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 - PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

3 OF 3 OPERATING INCOME ADJUSTMENT no. 3 - 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

1 OPERATING INCOME ADJUSTMENT no. B - INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7 - TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. 9 - RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

1 COST OF CAPITAL



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base 35 41,274,515 $ 39,826,084

2 Adjusted Operating Income (Loss) $ 656,994 $ 839,294

3 CurTent Rate d Return (L2 / LI) 1.58% 241%

4 Required Operating Income (L5 X LI) $ 4,050,790 $ 3,110,548

5 Required Rate of Return on Fair Value Rate Base 9.81 % 7.81 %

5 Operating Income Deficiency (L4 - LE) $ 3,393,796 $ 2,271,254

7 Gross Revenue Conversion Factor (TJC-1, Page2) 1 .6286 1 .6286

8 Required Increase in Gross Revenue Requirement (L7XLe) is 5,527,254 I l$ 3,699,044 I

g Adjusted Test Year Revenue $ 10,934,895 $ 10,934,895

10 Proposed Annual Revenue (Le + LE) S 16,462,148 $ 14,633,938

11 Required Percentage Increase in Revenue (LB /LE) 50.55% 33.83%

12 Consolidated Revenue Adjustment (Casa Grande/coolidge/Stanfield) $ (146,842) $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 5,380,398 $

14 Required Revenue Under Company Proposed Consolidation $ 16,315,353 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 49.20%

16 Rate of Recur on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and c-1
Column (B): RUCO Schedule TJC-2, TJC-7, and TJC-15



1.6286

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System

Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE

NO. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(L1 /LE)

1 .0000
0,3860
0,6140

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + L9)

100.0000%
5,9680%

93,0320%
34,0000%
31.6309%
38.5989%

11
1 2
1 3

$ 3,110,548
839,294

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating income (L11 - L12) $ 2,271,254

14
1 5
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31) $ 1,026,834
Income Taxes On Test Year Revenue (Col. (D), L32) (400,955)
Required Increase In Revenue To Provide For Income Taxes (L14 .. L15) $

$

1 ,427,789

3,599,044Total Required Increase In Revenue (L13 + L16)
RUCO

Recommended
$ 14,633,938

10,496,556
1,477,113
2,660,269

6.9680%
$

$ 185,368

1 8
1 9
20
21
22
2 3
24
2 5
26
27
28
29
30
31

$
$
so
$
$
$

2,474,902
7,500
6,250
8,500

91 ,650
727,567

CALCULATION OF INCOME TAX
Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

841 ,467
1 ,026,834

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCC Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

(400,955)
1 ,427,789

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $

39,826,084
3.71%

1,477,113.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-2

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

$ $ (822,694)
(896,925)

$

$

1,975,834
6,113,706
5,577,501
7,112,797

80,496,004
3,245,256

104,521,097 $
(31,875)

(1,751,494) $

1,153,140
5,215,781
5,577,501
7,112,797

80,495,004
3,213,381

102,769,603

8
9

Accumulated Depreciation
NetUtility Plant in Service (Sum L1 & L2) $

(17,639,046)
86,882,051 $

675,930
(1,075,564) $

(16,963,116)
85,806,487

10 Advances inAid Of Const. $ (29,671,663) $ $ (29,671563)

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAO (L5 + Ls) $

(14,050,085)
2,242,757

(11 ,807,328) $ $

(14,0500085)
2,242,757

(11 ,807,32B)

14 DeferredIncome Tax $ (5,088,308) $ $

15 $ 383,959 $ (372,867) $

(5,088,308)

11,092

16

Allowance for Working Capital

Net Regulatory Asset/ (Liability) $ 575,803 $ $ 575,803

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, a. 7 Thru 16)

$
$ 41,274,515

$
$

- s
(1,448,431) $ 39,826,084

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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(31,875)$

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)(A)
COMPANY
ADJUSTED
TY PLANT

$ 173
65,375

1,910,286
237,537
205,905

POST TY
ADDITIONS
$

REMOVE
PTY PLANT

$

5,670,264
6,013

135,662
5,435,825

ACCT

N o.
301
302
303

310. 1
310. 3
310 .4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390, 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Imprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture 8< Equipment

Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

680,718
922,356

5,509,721
64,886

2,212,049
50,455,861
1 ,652,993

17,187,119
2,237,548
6,685,549

8,772
459,317
349,392

1,396,097
17,120

301 ,798
39,732
82,869

527,126
63,033

120,057

3-FACTOR

ALLOCATOR
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%
26.55%

31,875

TOTAL PTY WATER PLANT $ 120,057
120,057

$ 31,875
31,875~Company As Filed

Difference

$ 104,521,097
$ 104,521,097
$ _ $ $

RUCO PTY Plant Adjustment

LINE
NO.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment [$ 1,063l

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTICDN AMOUNT REFERENCE

1
2
3

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment

$ 52,304
(320,563)
(372,867)

Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

4
5
6

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment

52,486
52,486

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
g

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment

136,576
136,576

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

142,593
142,593

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJc-2, Column (K))

$

$

$

$

$

$

$

$ (372,867) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no. DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 I CONT'D
LEADILAG DAY SUMMARY

$

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

$

(B)

(80,379)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

(LEAD)/LAG
DAYS

(D)

Casa Grande System
Schedule TJC-6

Page 2 of 2

$

DOLLAR
DAYS

(E)

(298)
(44,250)

(456,692)
(100,605)

(9,363)

(45.27 )
(48.50 )
(8.92)

1
2
3
4
5
5
7
8
9
10
11
12
13
14
15

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

1,387,878
2,349,262

374,207
135,843
79,312
39,649

596,846
2,169,776
1,298,159

285,973
178,329

4,267
806,467
141,878
197,001

(62,383)

1,387,878
2,268,884

374,207
135,843
79,312
39,649

596,548
2, 125,526

841,467
185,368
168,966

4,267
744,084
141,878
190,208

37.00
37.00
14.00
83.10

212.00
(98.83)
34 72

49,852,595
31,764,374
(20,698,147)

2,774,793
(3,590,454)
(1,843,679)
(5,321 ,212)
63,765,792
31,134,263
6,858,600
2,365,527

354,588
157,745,822
(14,021,803)

6,604,033(6,793)

16 Subtotal 10,044,849 (760,762) 9,284,086 307,745,093

17
18

Synchronized Interest
Cost of Equity

$ 1,530,834
2,519,956

$ (53,721 )
(2,519,956)

$ 1,477,113 91.25 $ 134,786,594

19 Subtotal s 4,050,790 $ (2,573,677) $ 1,477,113 $ 134,786,594

20 Total $ 14,095,639 $ (3v334v439) $ 10,761,200 s 442,531,688

21 Expense Lag Line 17, Col. (E)/ (C) 41.12

22 Revenue Lag Company B-5 Schedules 30.25

23 NetLag Line 18 - Line 17 (10.87)

24 RUCO Adjusted Expenses Col. (C), Line 16 $ 10,761,200

25 Cash Working Capital Line 19 X Line 20 / 365 Days (320,563)

26 Company As Filed Co. Schedule B-6, Page 1 52,304

27 D ifferen ce Line 21 - Line 22 $ (372,867)

28 ADJUSTMENT Line 27 $ (372,867 )

Expense Lag Days Used in the Last Wester Group Rate Case.
3".31":*€?""§§§& Dependent on System
c.~ RUCOreviewed several invoices from anumber of companies with terms ofnet 30 days.
1*T€'~*l¥IE

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column(A) + (B)
Column(D):- Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No, W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $$ 6,578,320
2,217,689
1,085,224

13,268
450,711

$ 10,345,212 $

$ 5,578,320
2,217,689
1,085,224

13,268
450,711

$ 10,345,212 $

2,548,690
959,957

(105,442)
52,257

243,628
3,599,090

$ 9,127,010
3,177,645

979,782
65,525

694,340
$ 14,044,302

7
8

Miscellaneous
Total Operating Revenues

$ 589,682
$ 10,934,895

$
$

$ 589,682
$ 10,934,895

$
$

(46)
3,699,044

$ 589,636
$ 14,633,938

9
10
11
12
13
14
15
16
17
18
19
20

$ 374,207
76,178

$ $ 374,207
76,178

$ $ 374,207
76,178

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative 8 Genera! Expenses

Total Operations & Maintenance Expense $

1,387,878
509

537,890
531,617

1,887,995
909,384

4,312
1,761,682
7,471,653 $

(104,096)
(104,096) $

1,387,878
509

537,890
531,617

1,887,995
909,384

4,312
1,657,586
7,367,557 $ $

1,387,878
509

537,890
531,617

1,887,995
909,384

4,312
1,657,586
7,367,557

21 Depreciation 8; Amortization Expenses $ 2,329,760 $ (154,531) $ 2,175,228 $ $ 2,175,228

22
23
24
25
26

Taxes
Federal income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 1,170,040
257,749

$

$

(450,160)
(99,166)
806,467
219,346
476,487 $

121,586
26,784
(62,680)
(9,363)
76,328 $

(328,574)
(72,382)
743,787
209,983
552,815 $ 1,427,789 $

841 ,467
185,368
743,787
209,983

1 ,980,604

27
28

Total Operating Expenses
Operating Income

$ 10,277,900
$ 656,994

$
$

(182,300)
182,300

$ 10,095,600
$ 839,294

$
$

1,427,789
2,271,254

$ 11,523,390
$ 3,110,548

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule c-1
TJC-B, Columns (B)Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

Total OT Hours for 2005 - 2008
Divided bye Years

OT Hours in Test Year

Normalized Level of OT Hours nr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

$

Casa Grande System
Schedule TJC-9

Page 1 of 3

PER
RUCODR 1.11.d

19,687.8

28,132.5

8,4443

35.85

78,751.0
4

15,008.5
18,080.0
28,132.5
17,530.0

302,744

RUCO Adjustment :b (bU,é/9)l

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11 .6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.

I



Arizona Water Company
Docket No. W-01445A~08-0440
Test Year Ended December 31, 2007

LINE
no.

3-Factor Allocator Per District

Total Abnormal OT Dollars in TY

RUCO Payroll Tax Expense Allocator by Group

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator BV Group:

Pavroll Tax Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

Casa Grande System
Schedule TJC-9

Page 2 of 3

(A)
PER

RUCO DR 1.11.d

302,744

26.55%

80,379

11 65% =

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO payroll Tax Expense Adjustment =t» (9,~$bd)l

Payroll Tax Expense Allocator Bv Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

3-Factor Allocator Per District

Payroll 401(K) Expense:

Total Abnormal OT Dollars in TY

RUCO Allocated Payroll by District

Pavroll 401 (K) Expense Allocator Bv Group:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8
PAYROLL 401 (K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

Casa Grande System
Schedule TJC-9

Page 3 of 3

(A)
PER

RUCO DR 1.11.d

.=»

302,744

80,379

8.45%RUCO Payroll 401 (K) Expense Allocator by Group

RUCO Payroll 401(K) Expense Adjustment u» (b,/Hc$)l

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8. 12%

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstern

Easter Group
Superstition

Apache Junclion
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1 ,718

Western Group
Casa Grande
Stanfield
White Tank
Ago
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Norther Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1,551

Total Company $ 6,201 $ (1 ,090) $ 5,111 (a)

REFERENCE

COLUMN (A);
COLUMN (B):
COLUMN (C):

COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

4 Y/E Number of Customers $

5 Pro Forma 2007 LTD - Spread $

6 Increase l (Decrease) $

0.0036

11 ,095,569

39,944

83,825

38,854

6,201

$ 302,744

$ 0.0036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,111

REFERENCE

COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER - "GROUP INSURANCE)

LINE 1 x LINE 2

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER .. "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(C)
TEST YEAR

DEPRECIATION
EXPENSE

$

(A)
RUCO
PLANT
VALUE

173
65,375

1 ,087,592
237,537
205,905

$

149,4054,773,339
6,013

135,662
5,435,825

3,880
319,627

23,059
157,578

44,241
903,160
33,060

409,053
101,808
121,677

(B)
COMPANY

PROPOSED
DEP. RATES

0.00%
See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

11,483

ACCO U NT

N O .
301
302
303

310 . 1
310 . 3
310 .4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

680,718
922,356

5,509,722
64,886

2,212,049
50,455,860
1,652,993

17,187,119
2,237,548
6,685,549

8,772
459,317
349,392

1,354,222
17,120

301 ,798
39,732
82,869

527,126
63,033

90,994
B56

12,072
1 ,987
5,527

35,159
2,099

$ $

Organization
Franchises
Other intangibles
Water Rights
Other Sourceof Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission gt Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE
Net Regulatory Asset/ (Liability)
AMORTIZATION OF CONTRIBUTIONS

102,769,603
590,093

(14,050,085) 2.00%

2,426,725
29,505

(281,002)
Rounding

TOTAL DEPRECIATION EXPENSE $ 2,175,229

Company As Fileai
Difference $

$

2,329,760
(154,531)

RUCO Adjustment (SeeTJC-8, Column(B)) (154,531)

LINE

n o .
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Sierra Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

9
10
11

12

1
2
3
4
5

7

8

6

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Full Cash Value:

Calculation Of The Company's Tax Liability:

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

L ine 5x2

$

$

$

$

10,934,895
10,934,895
14,633,938
36,503,728
12,167,909

3,133,308

(A)

Casa Grande System
Schedule TJC-12

Page 1 of 1

$

$

$ 24,335,818

$ 24,103,792

(B)

(545,357)

313,331

13
14 $ 5,423,353

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

13.72%
0.00%

13.72%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 744,084

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 744,084

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 806,467

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (62,383)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (62,383)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 24.9%

3 Casa Grande System (Line 1 x Line 2) $ 74,820

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 24,940

6 $ 41,567

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (16,627)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (16,627)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company

Docket No. W-01445A-08-0440

Test Year Ended December 31, 2007

Casa Grande System

Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (C)» L28 + L22 + L23 $ 438,339

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

(72,382)
1,477,113
(966,393)

5

6

Federal Tax Rate

Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34.00%
(328,574)

STATE INCOME TAxEs:

7 Line 1 $ 438,339

8

9

Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income

Note (A) Line 21
Line 7 - Line 8 $

1,477,113

(1,038,775)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (72,382)

Line 6

Line 11

Line12 + Line 13

$12
13
14

TOTAL INCOME TAXEXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

(328,574)
(72,382)

(400,955)

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, Lao) (450,160)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (99,166)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 [ s

I

121,586

18 RUCOStateIncome Tax Adjustment Line 13 . Line 16 $ 26,784

s19

20
21

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col. (D), L1 )
Interest Expense (L18 X L19) $

39,826,084

3.71%
1,477,113

I
I



Arizona Water Company
Docket No. W-01445A-08-0_40
Test Year Ended December 31, 2007

Casa Grande System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL
RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 731% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%I

References;
Columns (A) Thru (D): Testimony, WAR

(B)

l
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136,067$

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System

Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 823,590 $ 774,655

2 Adjusted Operating Income (Loss) $ (31 ,092) $ (47,110)

3 CurrentRate d Return (L2 / L1 ) -3.78% -6.08%

4 Required Operating Income (L5 X LI) $ 80,829 $ 60,488

5 Required Rate of Return on Fair Value Rate Base 981% 781°/o

6 Operating Income Deficiency (L4 - LE) $ 111,922 $ 107,598

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6286 t 2646

8 Required Increase in Gross Revenue Requirement (L7 X LE) $ 182,279 I

9 Adjusted Test Year Revenue $ 131,926 $ 131,926

10 Proposed Annual Revenue (La + LE) $ 314,205 $ 267,993

11 Required Percentage Increase in Revenue (LB / LE) 138.17% 103.14%

12 Consolidated Revenue Adjustment (Casa Grande/coolidge/Stanfield) $ (174,589) $

13 Required \increase in Gross Revenue Under Company Proposed Consolidation $ 7,690 $

14 Required Revenue Under Company Proposed Consolidation $ 139,662 $

75 Required Percentage Increase in Revenue Under Company Proposed Consolidation 5.85%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): Ruco Schedule TJC-2, TJC-7, and TJC-15

I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:

Revenue
Combined Federal And State Tax Rate (L10)

Subtotal (LI -LE)
Revenue Conversion Factor(LI /LE)

1 .0000
0.2092
0.7908

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (L6 + LE)

100.0000%
6.9680%

93.0320%
15.0000%
13.9548%
20.9228%

11
1 2
1 3

$ 60,488
(47,110)

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B). L2)
Required Increase In Operating Income (L11 - L12) $ 107,598

14
15
16

Income Taxes On Recommended Revenue (Col. (D), L31) 8,402
Income Taxes On Test Year Revenue (Col. (D), L32) (20,067)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

17 Total Required Increase In Revenue (L13 + L16)

$

$

28,469

136,067

RUCO
Recommended
$ 267,993

199,102
28,731
40,159

6.9680%
$

$ 2,798

1 8
1 9
20
21
22
2 3
24
2 5
26
27
28
29
30
31

$
$
$
$
$
$

37,361
5,604

CALCULATION OF INCOME TAX'
Revenue (Sch. TJC-1, Pg 1, Col. (ET), L12)

Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc, Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

5,604
8,402

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col, (D), L23)

$
$

(20,067)
28,469

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 15.00%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATIONS
Rate Base (Sch. WAR-2, Col. (C). L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $

774,655
3.71%

28,731



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-2

Page 1 of 1

RATE BASE u ORIGINAL cosT

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water TreatmentPlant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

$ $ $

$

1,223

172,909

428,386

32,783

438,789

106,655
1,180,745 $

(2,500)
(35,041)
(5,100)

(324)
(42,965) $

1,223

172,909

425,886

(2,258)

433,689

108,331
1,137,780

8
9

Accumulated Depreciation
Net Utility Plant in Service (Sum L1&L2) $

(260,401 )
920,344 $

7,396
(35,569) $

(253,005)
884,775

10 Advances in Aid Of Const. $ (15,715) $ $ (15,715)

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(49,164)
12,248
(36,918) $ $

(49,164)
12,246
(36,918)

14 Deferred Income Tax $ $ $

15 $

(51,746)

7,625 $ (13,366) $

(51 ,746)

(5,741 )

16

Allowance for Working Capital

Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 823,590

$
$

- $
(48,935) $ 774,655

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)



a>

32°080
mu £:m .LU

(0

£D(_)"5

81-8
8853
QS
m owe

: _

- 8of
ET E
Lu <(

a>

r\

o
N

3 'J
<r ro
o

o

Ia
|-
z
m
E
l-
V)
D
W
Q
<
Lu
<n
<
m
LU
F-
<
1

Ll.
o
>-
oz
<
E
E

Ia

I'-w
oo
_|
<
Z
9
Cr
o

*- 8Q°6zr-6
cnt-z5

on-o
< <

m
. <o

O W

zmv-
Qr-m2 x

a m
<
N

c5 uJz
285ol- n.E E
8< n.

mQa£r<uJ>
a._ILL

QU)
o o

'

O'z
Lu-

2

a<

L D

O'
z

LL,+-
2
' u
O
<

hea
OUJ3

iE0 I7\
838

<8
038_z§,_

(D81-iii
Egg
Q
<

| -

z
Q
I-
8
Cr
O
U)
IJJ
D

4-4
C

3
4 .

Q >»
. Q
' E cu

g n . co a

E _g_J " 6
wE .D

O cu
C 4-1

E
a

he

u->

he

he

<49

ea

c
E
D.
c

.Q

C D
2 3
C1-.Q

_ 'EQ-0-1Q..1.»0J°6
_ : 1 . ...»

m G) (D m G) LD m
N c> no of of LO <1-
'*1 va Q "1 r Lo r--_
F N of N no  w  Q

1- N o f  m o  o f
1" Q' W 1- v

ea

he

;"-,
no U) co cm Q

n_ <11 et Q et et. I
r N LD N co (D r-

h-  N o f  O  m
T '  q Q 1-  F

1-

I I

I I

r . F"` 4"\
, Q

| I ID 8 1- '
N in ID

I 9 | I

I |

I I

I

I

I I

I I I I

I I I I

I I I |

I I I

<r vN Nm m

he

£9

he

we

G)
O
z
G)
00
c:

HE

<49

v
¢o_
N
35",

49

he

N N
055)
no.¢.q
070)

4:
c . °o

8.Wm
O
a c

3-684:
.Ba
2 9
2 3DEgr :
oz
<

4ln\
|-- q -
r-  w
Q Lo_
I\- Lm
\- N

I I

al |

I I

l."°)
1.-

m

'N'
_|
=a
3
E
:s

U)

<-9

he

ea

us

jg
<
.E
w
Q)
o
C
(U
>
'u
<

v-
O

he

4-1
w
c
o

o

Ia

he

he

HE

e

I

I

I

ea

he

he

o
S
o
"6
8
136,8_.

"53+
13 If)
349,
.588
835
,9:1LL1
-b
o<1:
o

99

9 1 9  3
no -=r w.-
*  N GO
cm N m
Q 1-" (*)

8o
o

he

ea

Ia

he

g m  31.-°
1- N O)
cm N (D
W F co

|

I I I

I 4 I

I I I

| I I

Hz

he

he

ea

he

he

99

49

he

ea

'U
Ur\_._
e
an
a

G)
E
o
o
E

ea

he

he

X
an

|-

99

he

99

he

I

I

I

I

he

U!
.E
.K|....
o
3
a..
-.9

he

0oc
as
go
<

49

Vu
:*"'
D..
m
O

he

et

Ia

<-9

ET
(D

(*)1-
-1

l

I

Z*
2
2
3
U)
G)
ac
'S
z

he

4-A

<49

4-.
3~
18
.m
__|

u
u
In
w

<

9

9

ea

he

I

I

I

I

I

LLI
</>
<gm:

--uJ'°l~§
oM
&_

<i-
O|-

he

<r̀

i f

_nm

_ |

E
:|
so

N
cm
Q
C)

(D
v-
:s._
.c
t-
|\
=-a

m
v-
m

vo

q-
(D

LD
N

(D
(D

m
-

' m #

l

§8@Q§@@§8
c  c  c  c  c  c  c  c  c
2 E E  E  E E E E E

t o o o o o o
D C  O O  U  O  D O  O O

v 2
o

|_ ll

.3
v 's
Q E
r- o

$__3
@%Econ:
. . 8
8 5
3 2
Q 8 3
8 5 8%5¢
E T

388
2334-C
m5§°

II

*é'§§'E°é
E .. .- .28 :n.l-gum UJ

8<.%3
182:
o o - -

| ' ° E § o 9 :

.... = a v
43888%3?
. q l N M ¢ | f > ! D  8ea . . . . _ .
88822885

E E " E -.,.,BE 8
M 8880

.8=38
83<<32<m

M b ;  " S _
m go Q
c  c U>~

-H 8) Q  8 -- - r T.ID

85 80
88833
ET .as

4-1 U!
c  8 3

u.
D.
o
><
n.
v
o"9I -
'G
8
5

'u
iv

`U
cu
w

2
:s
'u0
-Cu
w
(D
2
v
O">
| -

"8v.>°.8

ea i i  o

a>

9co
.§
'Gea
|-
O
|-

|

I

|

aon.

I I

0

ac
-o
:
as

U)4-0
c
G)
E
0)
8
GJ
no

E

o

ll)
o
D.

3
45
L:

;58
.gee
3133

4-o w l_l_l .

z O
Z

K" N <*> <r Lm m r\ coca

I

1.-
1" N <*> <1-1-

LT
1-

co
1"

l~ of
T" T"



E38 8893~.-colammmml
.: 8 8

1- 1 -

car:1».-£0
'|":"";

mm1-

go GO 8 m ID m
r-.. ea no 09 v

1'I an N to ca Cal
a  m IO r-- GJ
*T CO ¢""3 1*

N1"°| m I I
1-

Q
1->| I0 \

Lou DPl") LD| :qua Q
ID N1-- oCD

ca
mr sq
NQCD

( D CD
v - 1 "
t | t
I D I D
OF C )
1 " 1-

CIJP-n mQu.;
coo:to

Q

GJoc: m
52 o |cu 8 |M "-.. '14 1-
8 Q_. N4 1-

49
ea e a h e he ea

EE*")
m a g
>
095 m
u  8 8
Q)_:alL

S Y
< 00

"J
|...
2
8
GJ
.C

<3

859
-=1CL

9.3 8<r§>'
o m

an'n-

I | | I I l

as so me

m ID moo88-8838-
' - 8

com1-co
""":"̀ :

com1-

<ooauumlnr'1r-.e-1<ococ""v=l
' m w w m o w

o m l~£'JI-GZ!
'<lCD F91-

N1-I go I |
1"

8in .
,;6OF1- 1-

w v o|- m coI (D In an I ID
(D NI*- o(D

Dro
v :ono

5 6
W 1 -

*̀ 1 I "":.
ID8 G)

T " y*
\.v ha'

co1-
I |--
8

cm d
ca z

» -Q  Co Q Q""" v- us g
{"J Q (")
EQ as nov- D CD

'5
R.

£9 in an ea

.39a93*359B2B26~?8888888663
oc ~4- (4641-¢u '>nDtDm

EE E 3
@§38§;§§§§§§§§§§§§§§§§§§§*§

2-»2 .ala 34 8
g

§ Fw- v-
858§§8§3§§§§§§§§§IX*§§'§"*8§

3834 at .§

I D q

IDi¢)I J)l0l lJI -D l.n,_,\nln=nu>ua\nur> at
Ia
m

.93

3uo
8m
84-o

mQN

8
.8
c
m
E
m
lmco|*-ofgo

d
z

1:
22
E:s
.Qm
o

0.a2
Q
+-
8
n:
o(DLU
o

E

r -
j 13
4.

i :
.9
.ea
8
a

l `
o
o
N

_I

.Q+

. 9 s:1 Ia

' E

3
m .59
m c

i n
no

9

c
.9
m

8 8.... 1 - 8 .
8? m m8 IDa> c> c> 3

m m
oo

.g
D

I

g

§ : 3' : .§;§_§§5 8
s so ""4§ 88

§ mg m8398 823 _@3388 ;,;~- 58l-8: 8¢Lo.!

8225848323

> .
c
nu
ca.

E
o
o

i-»
4 5
u. E
8 :
'E.fa <
n. E

._~
D.

E'.:
D
o
D
no

5G3...a»a>E
044
Or mu386
co 3 -
>

E

8
8'

88
9
8

33

3
88

:0
gn•
8.u
<
mz
ouDm

g lllgl 3 3 38i5855855858

Q838§§§§€§§;38;§§3§§§§§l;8;8

I
TO
EQQ
4
34Dc
. 9uanm
a
m
EDJU)G)
M

4-n3  3
"' 2 _'Q o'5 3 :: |-
cm E E o
: :  3 3 Oa> r.>u D
z <1 q no I I

I
I

bi 5 8

3838
33822

33§3§§8
oW 1-

N ea QC ¢ U! D D 1- 8
|-Oow-nm""'3"'3-Qo-\oaoo1-ncac~lm-r\n<ooo<Jao"<-¢-><r\r>col-uoc : : o < : l O C 1C ' < - n n n c ~ l m m m 1r ~ = l ~ = l = l - r < r = r o o a 1O a a c r > c > o > o 1o > o >

c m :

33%

g  ° §
03338x _
a3u438'§°a§z

8894¥
§ 8 e a !ap-n.

m .
z  O x - o <~lcowr\rJ<or-oocnca Nm-=rLrarol-.uoovo r\lc~'»4\r>r.c>r-oooao r\lc'>vu1t.DI--noc»c> nvv-<4u>ro too:W " * w w w w w w F v - - - - v n m m w w w w w w w m m m m w m n m m m w v w v v v v v v w m E m w m m m m m 8



I

1- |* (*J
an o  GJ

I Q *Q
1 -  D

<1-

co ID on m m m
r -  1 (Q 8 we

1 of ID on C\I N
*r

I In I
8 §c
2 gN m
m N<-

Ur: o m or- o 1- mI UL N r- o I
(D
1-

Nuttm1-

no N N
|*- of 1-I l... Q I Ra I l
CD 1- Q  O |"- |- GJ v-

W we ca gvj 1-
1-

we of nor-- U) U)
:quo Q I UP3 m no1- T'ID ID

of I  w
c> UI
Q et
-4 4
o o
(\I N

1- |"
1- W
r- CQ
-4 m
m
1-

BE so 89 en ea en

U)
*I we v.1 1" U)I I -

e* e= f >
a>m'~5
>-

r /J"6'aJ
° o  9 8
G) e a

3 ?
W e

|-
.Q3
'UGJ.co
00

| | 9 | a  1- \ 1-  51 | I up 51 a go go |". 1.- | 4 | I o q | n (D qt |"..- 1".-
: r- If) GJ 1-~ <\l \0 on <0 v" w  1 -  F T m

_ °1 1- m Q 'Q Q) we N HZ Q  I  e t
N W 1- <\l W ID ID

W r'

O

o
19  8
-  coEu Ru

r- 03
et Q
8 8cu N

ofGJ
= Q

8N
\..Q  X
q; l.U

h e he eh 68

I I I I I

wa
cu
c:
N

8
c:
m

g
U)
. 3
D
-=r

so he he

.SB
C
(D
E
mL.
an
Eu
no

35?mm
#Is »--.
8 as
07 ' u;
i i co

an so en

29
o

8 - 8 : _

U

U

<

1- cm m
ID r-- Cr:

-  ° 1
01

o Nr~ N
'a t1- *I

1 -
o
q
-=r

§
l"
m
Qy-

C") pr)
o G
"L I *=;
C"> cf:N N

I I

Ia me so

8£$££$$o o cn ca oo w o o r-. r-1-.cov.rJ 8<o888nor.c>co
g t : s :of $ 8 as $888383"s:.§§_§§§§§:§s8§§§s§§.8§:9888s" .

8-.2 88 3; al
'i
9 : : :: N
¢ r v - I '

2%§§§3§§§§§§§§§§§§§§§E§§§§§9§§§§§§§
»- so us

0

i i
Rh
m
£9
D
8
m
r.>
o
U)
Ia
m
m

. :4¢
4-
o

U!

9 8
m co
1D

IEm
E
8

D
. 9
_'P
3

. 9
m

O

3.... E I.
w uz

Q
I-
E
no
O
(DLIJ
D

m
_u
z
ea

| :

w

r~
o
o
N

4-»
c
o

E
an
5

8
<
4-»
c
l 'B

| -  a
m  m
\  D

C  C  Q
.Q .Q m

"5
m m

g 3 38 8 888

883888 §388§§E§§;;
"ala

u
o
E
m
<1-»c
2
D.

E.':
D
>»cmQ
Eo
U

E
30\.
D
o
o
D
no

>

E

8
8

E

88

88
8 3

4-1
:

Ean:
9
<
m
z
O
o
D
no

| .C

3 3 i §
8  g i l l s i l g  3 . I l l ;

3 's g 2%

§§§;584§§§i§§§§,§£;§§§§§§!ls3

5
§ §1421828
'%*E*§3§3=4

c-'>
F )
r--
w
( * >

d

c
. Q

u
a>
D
l

3
3L..
8
4
> \
D
c

.92
c.>
n:
ea

D
an
a
ea
m
m

n o

8
E  * 8
39,8
~§ :

8885
8388:3°
3 8

§83E§8
8323
3383"s°=
E883

938888
883333

I

883
88

F? §8
ca.

s as0 5 8 1 8
5 3 8 %i ° .u. l=
3 2 § §
82"M :

S m !
Q l , . g .

P P O W F. n m . v Q mm n o m m v m m m m o MW Q M
o o 6 G ¢ v n n n m m ¢ v w v w w v m m o m m m m m m

Z @ @ W @ M M M M M M M M M M M M M M M M M M M

Lu .
Q n m v m w m m o N M W © M @ @ O n  m  w  m  m  n m  m  o n m w n m m m o n m w m w m m o§9l*ww*ww*ww : vwwwtw mmnmmmmmmmmgmmmmmmmmwgwwwvvwvvmEmmmmmmmm©



'ram LU |

8 8c N
EE =
m m
m Rn

l.\I
v-| (v) 4 |
1-

-Cr
gr)I \0 I

c o w: 8
1-r""J

1¢DLO 1-
co cm*~ 8

81*

8go

»-4.
N

- I ID
we_ I 4_
1 - P
c~1 N

c y 8

8 as
r-.- LQ
v- UP1-
N

1"
he no ea ea 69 he 69

I I
Ono r-<o1-nE3»."oI*-CD cf: cf:11-"(\I 1ClD wWW

1-
i

NID
'  ' :

c
8 cu
.Q 8
8 an
Q ><
G.) UJ

P 1*
I l I l  l . 8 l

ID

_ 8
"L
so

mar:
J N

Mr we l- -=r ea co
F) 1- W 1- ¢\I N| I I I | | 1 W | q

|- F*
1- 1-

of
LD

n we
. J

so

N | N
If)
'=>:
<-
ea
04

1-
(NI
Cal

E ` é ' "
aJcu'*5
>,

g m
on8.5. cu

1 :Q £ L

8 9
W e

- J
I-
2
3'U
GJ

o
cm D

ea UP 99

I I | I |

IDQ
N

2?cGJ
§ .Ur:.::»
'U
<1

he 69

8
c
GJ
E
9
as
q)
n :

m-* § a T 9
|".. r-.
cf: I m

. J \-I

4:19 69 he

m
C

.Q

9
<:

vo
N
co

ono
'Qo10

ea
4
1-
ID

m
1-
'Q
1 '

m
o
UL
co
1-

1I*-
'fl1"
l"-

we
r-.

| we
1-
r~.

he 69 e19

U)

§**§§§§§§§:§*§§§§3§§§§§§§ o.>
ID
KT
2

§88 8. 3
aw§§§§§§§§8§§§§§§§§§§§§§§§§§E§§§EE§

8 '.:: :=

848§§§§§§§:§s::§§s§ss::ss g
o
I'- w e

an
w

l-I
c
as
E
4-1
an
: |

cm

Q FT
3 co

U
8?
_cuIJ
.9m
o

68
Z z

a Ru

>-
Q .
N Q 8

4 'o
m 3 E

E

z
Q
P-
8
Mr
o
cmLIJ
D

g_I

ID
.5al
E

go
£3
of
:vo
d
z
c

.Q
m

8
Q
I

|\
o
o
N

in LE E

9
<

8c  -Q +-
::.'.!
.Q uu GI
2 B.

D
D ' B
3  2

2
'5 3
E  E
3  3Q Oo O
< 4 S"5...*

Q.
£1

3
g §D. Q.§ § c
Q53 .a la E'
88 8888

=§#»e

. . 8 6 2
3 E 4-r 3 E.

G)C < D.

°~.9 E 3 -~ as
3

(IJ

8 <GJ»"}

.8 L
= §§§§§»38 84

g8--= ues€'§»-»-»- m

gi;498!§§§§;;;,E§3§§3§§§Té83§3@3

8 E 8 'E
§§ §§§§§§§§§

§§3333§§l§§§

' u
.98
E
i n

<

" E
2
B .
H
u

. g
D
> \
:
19
n
E
o

U

W
8 .
u
<
411
c

2
D.

E=D
oo3n:

To
E
8
4

3`
:
.!.*
0
Lr:
GJ

o
ea
a
GJ
ID
G.)

r e

Si
883

8888
9 cu Ru o

'E
3 2
= o .
" u< 2

38

*»

.EUI5
' c
<*iD
z
O
o
D
m

g

E
8

E 2

888%
884§;

9§§;8;§
838888

.. 4 o*
. »"° I..L

8 3 9() -.4

I- . 1-l."")'<l *

mcoco ammmcomnmmcfamoucocoramcommmmmmmmm

°§
38%'o

z~°°E.§3§»
8 8 9 . 3
0 5 3 3
§ ; 3 : 9
3 4 8
E $ > - 1o-5.6 c
3° ea!

D I - D .

LU .
o n m ¢ m m n m m Q n m v m m m m o n m w m w n m m o n m w 4 m m m o nm w m mnm m o§8*ww*ww @@ § vvvwwmmnmmmmmmmngmmmmmmmmv§vwwvvwwwmEmmmmmmmm©



( \ I
!"'r sq | |
v-

we
gr)| 40 |

4-.
10
n r
1 "

W e GJ 8
L: <:>
c Cal

52 ';;
m <"J
m 89

-nr <"> If) c*> \D
3 W G! ID 8 1- F)
ID r- ID | ID N 1* 53 '

N o |-- N m
1- ID l*

1- N

,Q N
I |*

Cd 1-1-

® N r-- qI |-.. N l._ Ia cy
ad odd
Ifl 1*6 1 4we O1-

:no co (DI--m m cf:
| aqua et I sq

(D on in|*- |-- l"l* |"
r""

10

SEL

ID
we
' z
Y"
IO
¢\l

'88ow
*YCal

6

1 -

1:8 ea as ea Se

i | | 1- |  9  Q  |
m r- mo ; D

-4

I CO |"- I (D |-. ID 8 N 3
LD 1- r ' Cal v"

1- 1-
I

gr*

<1
I

LD
q

1-

E`E*"'a.i¢u°°5
>\c0541
u p
GJa l a

-'HY
000W

I-
23'uGJ.co
(D

\ |

8 |
4.)

3  8 wa an
8a  x
q) 11.1
O

en

,_

'  FJ  | r I  1 -  I I W  M 1- Q-
m Cal 1- 1- Q o1- P- | |"

ID G) m
N N

»"-.
' LD

we
' 1 -

v ' 1 -
no
8

Lf)
cu

1 "
lD
N

en ea BE

l I l

<0
8N

8C
q)
§Ia.3
'G
<r

he ea he

3 3 3
8Ckg
EGJ\...2:cu
no

l I

f n 69 UP

Ia
c
.Q
' E
U

<c

(Dw-
wsur:

8
( D

6

l -

r- r-
on |--
of et
I*- v-

LD ID
4 w
n. I W.
cm on
no no

| I

4 1 1 9 he 09

8 i i 3 8
E-:aes§§§3§§§§§§§§§§§§§§§§§§§§§§§§§E§§
3" 88 .2 al
E
z s : 22 __

Q8§§§§§§§3§§§§§§§§§§§§§§§§§§§§§§§§§ m
an
m
2

3
8
8
a>
5
4-
oco

E4-9an3
8
<
c

c .9Q we

m
N1-
no
nm

JL*

.8=
c
m
E
m58

L *:J
2
m
O

d
*>z
|:
=T>5 m

5Q >N 12 o

Ru
.c4-1

z

z
Q
I -
8
an
O
U)
LIJ
Q

|. D
Q. : an

_| a
r:

u-»

GJ

r~
o
o
N

' E  G k

32§3§8
c
o:::¢

,Q
Ia m
Q  8

8l1:84

n.. c
Mr-"'

C : >-m
MGJ l _D.

E 41 a sQ'QEg* ea

_ea

i n

c
.2
G.
o
.g
a

ro
co
r--
to
m

6
2
c
.Q£0

D
i

T i
3

8<

.Q
E

G.

T: :8
:> CLo.:

8:&3
52882
o

GJ

9  IU D Q .
.E  B 3  E E an
an m "" m E 6

E
F

an
o
E4-»Ill
3 .u
<4-10
z

' an o

.4 |- g
8 E* m 2 8 3 a

2 s " .

3 8 38 3 Q 58 E 8 2 388383 535s s 8 !§ _,.. 38 954° .§~,g¢»-s §2§3 38828588858 8§-§§28§§9538
§§§§8° §§%?»§£3Z83 €"&§59£S°§§*§8s§=§=é»8"§"'§u§E'§'§§§!§8§§'3§§§E§§:3
8s8s8§§a8 8sss¢8¢1$=£883 SO 83 8

> ~
c
N
a .

E
o

U

4-»
:
0

E
I l l
:

' U
<
av
c

.FE
G .

5
o
u
D
x

9\
u
C
.Q
O
o
a
0
a
an
w
an
cc

83838
8 8 8
3882

3§§3

>

8
83
§§

53
58

ouDz

E  _ ' i
822235

" * 3 ' r ' ° ~ } l l

88§§§8§
u

s
°° -:3ééigag
%,,n°§-

2? 8
838883

8 1 .i

P WWW F. nm . vo nnuoo nommvmnrnoooro va¢u>co1--oo8 0 3 0 9  D 9 o v n n n n m § m w v v v v v v m m 8 8 m m @ m m m{Z¢q¢qg¢;c°;c°gv;:")gv}t\3C"}¢qgv)pjgv)¢vg;q¢lg¢r3¢r)¢q¢v)¢q*.)¢q¢r;¢q¢q¢3¢q¢q § 3 3 U S 5 ~
8 8 8 8 8 8 8

32%.S
en53Url$Ti

8333
§ § 8 §8 - 6
33888

mzO.-32 D nc">~=rl.ncor--oocnca c\so'><:u:<ol--oo6>c.~ nmwrnncor-.oooao n m w m m h wmo nc~><rmnr.or-mono*`**""*""'-°*~°°°*--.-v-v-<-v-v-t-1-nn<\:cwc\lnnc\lnnc*:§cf>cocf:mcommmwrv-=r~=r<r~=r<r=r-x-¢\nElnu>lrnnu'>l.nl.nLr>co



Cal
1-l Ra I I 3I ID I

to
of
*Q
mmom I-

88
=9*31-
rum
ma

of ID :fa
m c-a m

I 1- D ID
1-  F )  D

1-

98%
't*l.°**;°l ICJ nu:ID o1- (9

8 CO

I 3
(D 1-

1-

m»,§9488 Q
wm

8 1-N
wWW.*-4 '°

Npp W\.r> W
1'QW Q

Ia
ID»"l UP

838 8

Nof
etCD
3

N I C\Im IDet et
1- Q-
m co(\l (Nl

Q
3 41-U)
8

1-
ea so UP he HE

(9 1* I
N

4 .,. | |
m|

| of
ID
Q
we

| ®  up e
r -  N

N .
l"-
1 -

O m r--go 1-
1- 99

l U! W LD 1- v' W
1- Cal FTW  Q *"

(\ 1-
£°\l\"1¢D
mqov

I I I 0 | 8 no 8

<4 -
LD m

UP

3
: Q
Ra
m

I

.N.
l.D

' Q
(Nl
ID

| <4c
8  Ia
.9  8
o GJ
9 xQ.GJ iLl

r '
so
on

| cy
LO
:Q
1-
co
E l

p
go
N

& & 4 0aJ¢u'°5
>.
cn"6'aJ
0 9 9

9 4
£8
' °~f
5 0""a

|-
2:J
'D
G).co
(D a

en 69 an $9 699

I I f I l

r\
8N

m
C
m

. E
m

.:»
' D
<1

Ia et he

8
m
E
8
1:5
ea

re

so

83.

m

;-'

10
1-

i " FT
1-. |-..
Q | Q
07 if:
N N

I I

ea an an

8 3
co an

r-
N
*1
1-

co
we
1-
cm
Mn

8 cm

m 83
N
Cal

N N1-CD
\n_\re_
o nY*

CO
|-
:Q
N

cf: mN N
*a | "Lm cf:
cm 07

| IVu
C
o
E
U
*cl
< c

w ea ea

8s££$£$
0088888888

o
| -

q)
q)
cm

r- U14-4muIDc FDG) 1"*l»-(Nl lDaQr"*

°°<29§"4) Q*6a9-Q9410 .Jc"1Qae
WB 0 8@4397 M@32 a

°1\n00°B9
o""' o 39n°°° 39°*0 G5 3

WMgo Q-

U) NOU) wIDq
'DID

84, °°=~
""8 m 616:

4561
10

g m
10 <-*aau LOD)

I0950>
LO DOG.) 1N 100)

cm 1503
ID

2*|- 18

E
8 : : :
§8§ "" " x ==me$§a¢a¢$a¢##>¢§$$ae§§§§

'E *Jo .§ ea
G.)
in
m

2

D
m
m

D)
3%nomm

: a
2
m
O

\
c

3 5

D
8
.Q
IJ
o
IJ)
U)
m
G)
5
u-
o
2

:§
m
E
2

8 as
5
'8o >

n 0

2
Q
I-
Q-.
re
o
(D
LLI
a

§
Q. G.)

cm

•
cm

n. :

mmr--nom
d

c
.QIa

D
I

.Q
-m

D. G

Fl 8
D. ea
| D

E

8.
3'

83
88

38r~oON
8

an .59 Q
m c

no-"''8-:-° u.1G-3
MBEPK4E 4E°> a h°.nE§~ anQ.1_*

333
GJ

" E
>

I

m
.9
.D

o
as

E
in
<
i-»
c

..~
o .

* a
2

D
>~
:
B
a
E
o

o

i-»
c

E
an
:

n
<

E
2
D .
4-»
u

.g
D
o

m

73L.uu
-=r

c
.Qun:GJ
D

:as
E
an:
8
<
o

IQ; , i
&i§8§*.§§§35l*li

' E32
1E 8.

U32
gr
38
on:

ou:>Cr

3 3133 4885*3 Si 4 3, .881 3

338594888§;€858l;§3§3§§8§§l!5§8
Q
z
B)
Rh
G)

Hz

38
8838 I I

I
I

88:88

8382
8888

383888
l - r'C"J¢! 1-

§§
s .g0698
533%
m 6 uJ §
; 2 0
" i > ¢
.3515 5

885
Lu . ca nmwmncor-.cocno n¢~eqr».or.ol-.nomo me-> :neon--como nc~>~au>col-nomo ncfawuncoh-ooo:§ 8 * n w * w @ w w v : v w v v w v v f m m m m m m m w m m m g m m g m m m m m v ; e v w v w v w v m mmmmmmmm8



8 ~:*o anoz. :-
E _t3=9
o  so  9
(_)M .FE

E

m
u

8 8
:J GJ
ac EE

D

h e

4-1
C
m

U8:owe

of 3m Q
*_ 9
1- cmuho

»--.
9

g cGa m
41

N E
r- U"' C

Q
E3

`-

E"-a8
4-1ckg
§mo5
|-

Q
no 4-Io_ c
r-- S
1- a

Q
nu

8\-I

|-

go ..ca c
6 E
<0 a61 S

cuc
U
G

9 ..
Q 8co -.
ro a
W cu

Q)can
as

D

I N | l
\"
i"TI_
1"

c8>
I D

'www
l.r>rf>oo
rquanq
UP U)
r- 3

ID
m
" 1
1 -
m

LD
if:
*"";
1 "
no

o

h e

ea

e a

N
no
fro
m
Er

w

Nof
'Q
U)
8

§

O

1'1' I' N.
IIIE .'::= '.= 8

._ . m e x ahs * al 888 aE8"$ sol#¢&§§§3§88§c§8a§§§s§§2§88s8s5z§§§ass
z r- mm (I)

=
9 g :::= : g

,§§g§'ggg§§§§§§§§§§§§§§§§§§§§§§§§< - u'°§§6§§66£2¢222¢32¢222233°22222222~
»9 g m vo

IO N

8w

4-»

at
UI
m
2

386
u88
m
8
4-
o

8
Ia

E
4-1
an

8
4

88
Gs

Ewm
¢*>
r-
an
m

"D
_8>
E
3

. 9
Ru

o
a

>- an
>8 E o

z
QI-
8
reocmLL]a

z
< m
_| c

c

IA8 E

8Q

o
0

E
18
<
is
:
nu

m UIm e

no-~
E'-~ LIJ9-ru333983
n&Mg45

a,_-'

c

Ean
aD
4
HI:

c
:  . - oQ  i v
=3 .SE

u9

89
Ru D
D  W
cs mQ) 4-»
go _

' 5  3
E  E3 3
()  U
Q  U
<1 <

Hco
"5

m m

cm
GJ

E
3
.g
D

uc

3 g
3§§§§€
3928"

§93
I

oaa.1m§
'ea o

.4 1- §

E ET I " 58 - g e ` =
>~ I § 288-8 ._¢,§8 Ii a 2888§§§888.88

: 3 "a g
_ _ M p . c o " S i S " p P§"

w
-uaaaaasiu 459-C C Q uJ an

.8888 -m_mEw§gE.Qmcc : n_D.3cful0luD): D.._dJo f came
.E."ILu\-E 8

=s'"~'"are c E U)
5

cu 8  6  j1 _ I 6 Ur: °"
cm m . : cu . c

j 3
8883 ~8

8383 8 24
2833'E

E

zuw
?|`1»-»-

cv

>.:IBa
Eo
o

__m
D.

B

g
ca
O
o
3
no

6
z
c
.Qno
8
D
I

E
2
8
~=r
>~

8 .'
u
ll:
Ru
a
m
E
ea
nm
an
ac

E988

88,2
$338
3333

| E
3 2
= mLI.

< TO>l.

38

E44
In
3

' U
<
4-»
ea
z
o
O
3
no

§§.___,§
82389

348,§§§-Gs ....
83838

.Qo-I
m

>
_at
033

3%»=6-
m

I- r '  m 4 1-. w e wma N O m m m e m ®MM9Q9v n nnm m w v vvmmG m mmmzmmm mmmmmnmmmmmmmmmmm mmnmmmm

8
N
. :

822
9 8 8
a§§~>
w e
05883
88382
32§§
2'6>°¢o-1-3
_n ow m
E888 8 o1, o cvc~>-=lu>¢or-nomc: c\l<*><rmnL0r-cc.~cr>c> nf.o~¢mcor--ooouca nc:-4u>r.or-noo><:a nr-s~¢».r>¢or--oooaoN w w w w w w p ; v v v v v v m m n n n n m n n n m 8 m m m m m m m m v w ¢ ¢ ¢ ¢ v mmwmwmmmmm©



8QO58CDl»DC\IGCDQI-CD
car- mlnooomn u c ooorncocn

o n ©mwmwwm
q)

ID 1 1- 1-
re m O 1- Y' F'

N. OF '* -2 v- 1*- 8596939393939mmommmmmmomummwmmmwQxrrunuauvuramuv

§ EE E 3
5w38583§588§§i§§§§§§§§§*§*§§**§§§E§

m - s
88§8588§§§§§§§§§E§§§E§§§*§§§

mm W

98
m
2
o
2
.gu
oU)mas

eaC)
8 83 ro

cw
m
|--
m
w
d

'D
2
_cg:a
.9IU
O

mu o0.5

E. oz
2Ru
>-

8 e 3

U

_|

U•
c
.Qw

2
Q
P-
&
Lr
O
i n
LIJ
D U

E

=a

| \
o
o
N 3.CL3

3 vo
4.-~.8

36,28!
88<'&°.

° 9 . E  3 ~ _ : W

iTs
u
-1:
Qt
:

2
Q.

. g
D

uEu
D

E
E
8
<
3'

's m

o:is
a4,9

I

C
.9
Q
I :

* l
:
0

E
*Q
U)
:

9
<
4»
0
z

I 'Q an m

4-
o

.- so Ru as
9 8 8 _-Q4- -  Q

>.
c
NQ.
E
o

o

-H

3
'ii
9
<
c
EL
'G
.gD
oUDK

>

49

a . cu

E 'D +1 2 E

-* an _liE 3 we
>` 3 8138

gr U) Dm
2.Dc:Tm ac NW

... - . C <n 4- _ _ LL
GJ Q. : -

WcG19 _-. u £22:8:m.§Wu88W0328C'Inu cuc Mm :um m~ *>. (0849 3,_8 »-'M833.Qf5 m \.~Q-irQJ°9I 41@<1J0 8 cu09.-o o3o33 &mo333 m my 004 Z Q2

L8.§.8mmm QQ;eJ-- E E

E 8 3 8 2 |- 5
=§ ii § 8 8 .3 38 . ~a,~'£ _ "

2g8-5838 3 8888828385583»z3~ go n §m 92§88 ¥~8i§§§3§ §8§§ ee§8»8-g,8§953,§
"  "§§ §*~ »§=°§8£§°@§g;§

L §E8*8¢
GJ

a
m
z
m
m
Q;

no

8

883
§33;
8 E o

3888

3
§§
3;

E

83

oODIZ
I

*- r" f"J f *
8O<:><:>c>c>Dc>-nr-lnr4coc»>o>wr=rwr<r<r<r=rooovG'c:nouo>ovoaoum{Z(v}(r)(q£*)€*)€*,g7€v}€q€'jgq€v)¢v)€q€q€"'¢r3(q(v)gq¢qlv;(v] ¢l)¢f)gv)(v);v)¢qgq

3
3

ii 8 3
8§ _g
38-=
833888§§§
§§3§.E

...3§§83
38888§§

888883Li as I ll

1 5 :

938. in

3 8 . 80933
3338
c y  a m  c

328 §
259X8"'°"E. 882Em-:L ILL] .

_J z Goo my EDI--cocncannnwnnnnnnmmmmmmmmmc°'>~:l<r <r~:rv<rv=r< ~<ruJu'>u>u'>uJu1\nmnlnL0co



|*-| 1- r-
vE (D

cm
| '=c

m
I I I I I I I I I I I I I I \ I I I I

1.0 of 1- an o r-- N r- | --\D D 1-r-- C"') q l- v  o> I o 04 1-
of |- m-:r m
<- U1

w

' r i `¢ f$ c$

NO
F  09

1-
m
cm
m_
4

1-
ca
03
Ga
'Q

I I

LT
r -
I*-_
m
o

8

LD
r - - .

> r-
c"'>
c:>

LTI*-
"":
c"'D1.r>

E  m Mn
3  8  * a
9 . 0  1 -
cm .5  4 :

an8 8 mHz 2  a
C  a
as |
cm LL

LL.
o

8GJQ O
c: N
£9 `F
m an
m `cl€l

"-

I I I I I |

><
Q.
* f
o"1
| -
. 93'UGJ.Co
U)

¢">
Q
€\l

-88%-aa 3 -<(&'o8
£¥>-

kg Cg m

1" ID
m8 - - - - - - - - ~ ' - ' - - - - - - -
co

IU C".I 1- ID D |" N | --  r-
m r- 1- o ID r- '8 o  v 'r- c-a we |"- 4 cm I N  P

w |-- 8

r--
I v"

I I

IDr--r-
m
ID

In
r--
I-
rf:
o
1.r>

m
3 896.98
3 o'0

1Jr~Ju'f¢*'ir5
o - u n o v">

q c q
1-F7

IaUP
vo
v

|--1"

U)U)
52
wt

G)
r i d
3 :

m

D

3
EE E g
EE g U

38 |-|- 8 3
§s§§§"§§2§§§§§§§§§§§§§§§§§g§§§§§§§

:re : 8
G.)

D

I

u-F 4-5

8 8
=(<
m as
m m
(DU)

4-5

8
<
an
as
cm

3u
4
nuGJ
cm

at
m

so

2
.9
8wmm
GJ
514-o
8

U
FT
_so
: I

_ u
m
o

»-
>
Eca. c cu

' o
as

L:
in

<oc

+4c

E
en
3

D
4
n-»
c
_'P
D .

FL
m
|-
ea
cos

8D
U c

m 'g ' 8  3 §  8
q) N 4.ea E _I 3 E .QQ E 4v

z
.D
8an
0:11

N . ea

l.u .8
* Q»-~,5
CE*l.l.&

8 Q>c"1.1-.
mc QE°*0a=

U
u.l

.Q
E

8-8
I-'Ei0.41

9.9°no

I

4-v
:
m

E
4 1
an
3

U
<

o

3
U)

.9-" o
3  2  ' * '  asc  8  m  4 :  - 8  3 5

z: <0 9. Ag E 3 O

D

g
.5

8
.c
A .
>.
m
4
E
o

u

a>
28:
o
.5
G)
2
D.
o
o
D
rt:

>

E

e
3
3

= §
§§
go
DO
3-:
83

88

2 3
i s

o

8§
ou:>M

I E 3_ - 3 2 3E = E .5
3 § 38 8 s § -=
>. E I- 8' .§ x~.

s 8 §§"a E 234 21_383  .398
3§=- §. 888s8§§§:3§§§3§§5§§§§§%8
': 21; Asa W!! ._ ms 689388 § 1-*3888383.=i38=;§a§;8§fws§§ 888 5

I
"i i3| .L)o
<
uc
.93uAr:m
D
m
E
8m
no

9
8
_§8§°asa3

£338
in g o

§3§§

5 3

839

88
8885
83,-
883

5385

I

§
-E

N O

go
968

, , = » g ~ »=9 '5*a§§~=
§¥°§083.9
s3E.us¢""§n 2 8 9
§§'e_ 01

24.28
§£|s§§ss.=.sa'a§s§9§:s3.=s33zxs§§s§§§§§§
58-nmQ-n0l~m¢2'$'!!!."24'l"°°°'8§88888988339933$'5='-?S9S95'39$'$33»858388383-88



1- IDea8 I q s I I I I I I I I I I I I \ \ | I i
of

m
QNr--co

3GJQQcm
22:
MQWm

In Y 8 o |-- |-- r- -  v
O) or, r-- r-- T' o m

| 1- c:> r- N _ _ _
r ' U)  P-  G
g 1- Q

n .
LD

u'$:~Ic"I»:f
N 1D

n f - Q
1 - F J

U! 'ID N no 'Lm
oo
**lID

weT"

weno
*Qoo
n.If)

qr
m
o z
l"\l
l -
co

qt
m
G a
N
r--
m

E8-n
3 5'§,Oc~.l
(0563
9,58
==E
8 ,COLL

u.
O
><
D.
*f
( )
I -
.92
um
-8
cm

8
138- c
8
EL:<mM

m r- wof of N| I \ l | | I | | l | | | | 8 I | | | \ l | 9 ( gr) | l~.. 1- go
M Cal 1" F) CDl*- O) |--F

vo to co w 9 Lf)N (\| co m 1" NT' I

wr
m
G ;
N
I--
LD

we
<*)
G a
N
r-
CD

I

<r
8N

w
'EGJ
.E
3
'D
<r

ors4

GJ

E

9

ET
n :

4-

8
*fl
r -

4-4

8
we_
r -

2
. Q

s
D
<

Cal ID1- C*}
LQ *_
m cm
* I  N1"

8
9
we

Cal

8
:cl

Nro
<11
noQN

:at >
E E C

dt8
3 :

mtnm
2

8 Et é
:3=-wg *|- E E.' g o .

§§§§88§§3§
no .2 §§°°""'§§§§**N o N " " u 1 8 o § 8

N ' * o ' N ' ° § § § § »..
1- " * n ° ' ° l n , , , § § § o'S """~3"'°°§§*§§

° ' ~ ° g § m , , s S 8 * 8

3 N

GJ
a

I I
F 1-1- 1-F 1 -

8
89<<:
asmmcom

8

8?
(D
Cl.)
q )

ET
u

<1
m
as
cm

3m
3L)
_Ru
O
I

L..
m

<_I

E
GJ

.E
m
: |
' U
<»:E

'o
2
in
an
< 4-1c

3
D.

so
m
r -
on
co
45
m

Q
>- 8*
I -  Q.
D. GJ

i
3

83we
3 § . * . J

3. v -' U - -:Em§amm0
_in

m.J

8

U P

I

TO
3

8
> .uC
.Q
8m
D

re oz
:
0
E
m
:
'U
<
as
z

>5
8

w 8? £8 Es
=F - 8 s§§w 8 "
8283888 §§§

as
2
&=
o
. 5
c
s
. :
u .
>
sQ.
E
o

u

H)

8°
.5c0
2D.
o
L)
3
M

>

I 1-1

33
Lf D..

: 2  81  4
8  D

3 8o 3O no

oU3no
E  . E  s o  8

ois:

8 £% 523
3 § 's as 95311911 ,§3§§§§8§33§3

m
EmAr:GJ

no

-8

3 53

8883 I

m

x
c

l - a s

Q . :
N D .

o ' l4§.9
< r , _ :

4 3 9
n o - w a:

>» _C
c m o
8 5 < ( 0 , ; )82°==o * D0"3 c5
£ 3 3 = ' - 'Ccu L a o
3 ° - - Q2854)
C54-4 038cm>-__
n 0 - 0 5

81-0.

. 1-MW 1-
6 n m d d d -:r c lnooo cvonlmvrnorooomod cn-4Lr>¢o1-no0¢ooov-1-v-v-no4nnoucooo-4-4~wr<r<r<rwroocnaa»3ma:o:o:o>o><£Zo':c*>o'>cnc*uo'>como'acncommmmmoommmmmoummmmmmmm
GJ .CoI 01-C\lt') lf)CDI*-WGDD1-°('\}(")Wll)€.Dl"-®GlG1-NCWWLDLO-MG)C1-C\l¢"Jwtl.f)£Dl*-MC)Dr-C\l('3WlD(.DI*-@0)D_IZ1-(\lt"JWl!)¢.DI"-WGJ1-F1-1-p1-1-1-1-1-{\lC\IC\lC\lC\lC\IC\IC*4C\lC\IC'?¢"3l."3C"3t")t')t")t")<"}¢")WWW*t¢WWWWWU)lIJU)lD!lD\DIlJI-DI~DlI)(D

8

:3
3832

3

88
8388
35°-3
E883

833884-I



I I | 1 I | I I | I I I I I I 1 I I I

IDCD
cf:
Q
w
3cu

nm881
c gm,_
m m
m l

unn¢ LDl - nr-:fa339§88»988
1-u>oo¢*>I.r> o r - m
" F a | - In v<") r ' W

! - ( " ) 18

gr)m
m_
m4
"1»:>

c f :
o n
e t
s o
f r

'=1;
m

ID ID
cf) m
Q ' Q
no up
no co
of of38%a ,

288
8-="

k
o
x

E
3
.2

m

g*-5 GJ
go U}- C
8 an
s.Q X
Q; LIJ
C)

mooou:>eoLr> r-<-
:woo ncn t o o

1-

:Q

ID
(9| o
CD
(D
of

LD
Ra
Q
co
go
m

8Cas
gIa3

I

If)
o
N 'u

<(

.83
C
GJ
E
m

an
r e

I

ea
m
Q
1-
(Nl
cu

10
m
'Q
C)
N

8Q
om
Q
<11
N
q
N

mc
.Q
6U
<

U

' d  d d
3  . J H

Ru
a

a
éé 8 3
bE 8 3

g P 'P ' r -

¢8§§ 8 'e
1 ' i s h - * x s s s s s x $ 8 8 s o l§3=¥§=°3§§°.=ass-',s8s§§§§§§§s-,3ss§a8.§~§.§§§

a n r- | n.

EE E 8
I

*<8'€8u  o
< r <

4-i
8
<<
U
m
w

q) Ia
m q)

(D (D

8u4
8U)

4-v
:
o

E4-0n•
:
' F
4

Ia
w
Ru
2
u
m4-
m
o
o

£4
cm
GJ

8
\*»
o
8

19
2
L'3
_om
o

4-1 ._
N u m

Ecu z

. x UC
:L 0

4-1

EV)
3

- o
q
4-1

_._m

D .

E'
<0
8

w e
I

o

3
:
8
Q u :

I

Oa
.Q

__ &g 8
m Q.

:JL GJ
| D

C C  Q
.Q .Q GJ

3 _ ....
.. an 8 E

4-»
:
0

E
del
01
8 _
u
<4»
an

U

Z
ca.£1
3
(D

3.-2°*6
8|Té 8398oC M u )

8 8 § .8 E 8
E 8 go . E - 4%§§8l§§ 8 Q 3 § §8§8§§

3 §§§@»@8 24 §§§§§2§333§§=
=8 "g §§3;§§§§a§; §§§§@;§§3§;§§

..=: _.8.8"§»-»-»-§"""l§"' 8%%3E 38§°==»§8
C  c

D. B.

'U
0
i f
U?
4
U)
2
*c
o
.5

§
B.
>~
:
m
n
E
o

o

U)0
E
o
.5
w
E
D.
O
o
3
no

mVSr-ofgo
LEQI
CJ
I

E:
uu
<1
) -uC
.9o1:GJ
D
OJ
Z0U)G.)

Lr

E
4 9

4888

3888

: E

goon

28
Es
8;
88
33

so
ouDno

§  3
898

3888
§ so§8

8838g ;
si48
E83

38558

'§§
own
$82

8 4 8 ;
5 3  8
368.9

Zn..3'5$§_S.§>-K
E 985

*m

1 - C 4 4 1-4-r . . . .U . c v m o o o - 4 Q Lnnoo n a n l n uucoouoaoca cf: I»D 1D1"W
<{Zr*'>m<~'>c '3c9c~'Jc 'Jc">r">c~'>cf>mmmmmmcfarxmmmnmmmmmmmm
GJ .
. c o Q n lv >~¢ Lr>c n l-m ov o nc">~=ru5tDI--uou>o n m w cor- .oocao Nm ¢ L o c o r - ~o o o >Q n m =r L n c o l- - o o o u o

I



roGJ' <1
no

o I I I | I I I I I I l I \ I I I I I §§§§5E»8§3-.9
5893 8"l8 E

LC
l.\
I*
re
| -
ac
IC

I

53 3m mv I 1-
m mr-- r--
Q Q1" 1--.4 --v

|*- 1-

1*

m
r--
Q1*

8:gl
'°<-
mr:|
W

| | o | | l | | I o | | I | I | | | | | | | I

S 8 in
2 ea "5
80 wa
U) .5 on
32 c 9
G) 8 D.'°'= .c
s :  a
£9 IU) LL

u_
O
X
Cl.
* r
Q,
| -

m *Y co Ur: IDN 8 ID GJ cf: N of Qof of we r- I G) 1" T'
W WQ) Q1-

of

cor- N

r i rION

m of
|."") m| 1- u 1-
m m
|"- r-
Q Q

8?3
oGJ.cu
(D

8
9 8-_ 4:U
9 8Q.QW
o

v- -

in
ca
N

19
C
G.)

.E
I a
:
Ra

< (

2?
r :
GJ
E
8

"63
r e

I

voC
.Qr:'D'D
<1

1-
r-
Q
cm
49
C"J

U)
1-
LQ
UI
I D

1-
-Er
* ;1-

Nm
<1
mwe

m

G.)

at
U!
m
m

EE E E

EE E 838 § 98 3 3

EE E §
a)
Q

I I

'o
2
.8u
ocmUIm
an
8u-
O

go
<<c
mmmm
worn

'Q
<:
ea
m

U )

* 6
u
<c
GJ
Ru

U)

a n
c
m

E
4 1
w
J

= 8'

8

o
.°..?
_8
3
2
cu

O
I

»-

_|

' u
.92

a t :
vs

<

m
cm
r-
ea
:fa

8
DE

3Em
8mf?

: :

F

75

5.

8
4 :

*1* . Q

lo-
G
m

Ia
3.Q

3 3

§ S
8 238834 34

3i§3§§£=*§§,8§§§-3*

as

8
..*
g

.E
D.
24
c
EuQ.
E
o

o

Ea>
§us:
38
E
3m
aso

E
o
.5CGJ
2
D.
O
O
:J
no

>

<

s

88

5 ;
8

é3
E T

28
88

ea
E
33
u
<
3z
ooD
no

E .E so 8

8

3 E 35
r §95833 >-.

8
.Qu4 :GJ
o
G)
aG)
8
no

8
TO go

g
831
§§§l
33;
8888

9§8=s§

I

m!'}!'}<"I/'7

2 l < < < <
N.:

8
=~§08:

3'§2
73€=8
8898o§D=
4918Eu 8 %33m:
4883.8:1
< D 8

D.

v"l")W 1-
3 1(\|<*JDDG C1-IDWO1-(\IOC\lC'}W\O(D®U>OO4-C")¢U'J(Dr@0 Q D O D v v v v N W N N M M W W W WWWWW@@@@@@@@@mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm
GJ
.E<=>l.JZ

I

18

1- C1-(\I<"J'4 lD€DP-CDGJG1-C\IC")'4ll¢)CDl"-£D0JCDl-(\IC"J'4lll')(.DI*~W ) J1-i.\I¢*J'4'lI)lDf~CDU>CD1-{\IlI")'=tiD(DI-GDUII Poa<f>=rLnr.ol--aoa> -<--<-1--1-1-1-1-c4o».lcxnmarmcummwmvnmcommmmmmwww-Qvv"vvnnuuuuuuuauannmonnmnno



\

,..
M)no I I I I I I I I I I I I I I I \ I I I I

LDU)
"<:m

(\|r"- mno o
c6r-ar?
In!*"

I

. " . 4-.
to o f
m m
61 | GO

r- l -
<"l m
Q Q

N asno LT
:Q LQ(D v'¢"1
Q
1-

3IDsq
5

E 8 LD
.3 9 "5

O In
in .5 8
2 8 cu
ea o n.
*E .c
Ru m
*" Icm IJ.

LL
O
X
Q.

8GJ0 Ot: N
LE z:m ¢"1
m PQ1-

v'3&~8§x 3sQQ _m°nnm*m
nuunomuu91-99 l"- '=r

U39 1- *
t-Q (D

u
-=r
1-
ID

co
O
*Q
au
-nr
1-
ID 1- 1-

c
10
NI we I

cnoov->¢ocoLr>IDc3cDc3€\lc\ll l l 1 l 1 l l l l l 1 l l 1 l 1 l l G " l D O
nom <9U ! "T'

m r-- -=rC) 9 1-' Q 1' LQ
n ofcaN

I

of
of

I cm
l-
m
Q

to
m
cm
r--
m
<3

8 Fe,m

9 ><c:Lq; ALI

,. ,_

*F
O-1
I -
23
'Uq). :U
U]

O

I

§
N

2?
C
m

.E
m
J
u
<r

8
C
IU
E
cu
L.

3
n o

T"
"":
m
4
N

-4
1"
r--
m
-:r
#n

mc
.Qr:DD
4

m m IDro U) €"Jq ID
o Wr- ID

4

N1-
e t
caWI

cm
co
Q
4

of
U)
we
U)
1 -
If)

go
'6.oz

m

38182_ l_ l

I I qof

atIam
2
D
8
.fsu
owmcuuL)

<
L:
L:
==r

é
88 E E
E E as

38 8
8888533853885§§588§§.8,§§§§§8-8'8555558
8 1
D 2:2 : s

38 g g
38 8I/)

G)
m

U)

D
£8
_'E3
.'='m
O

+4c
E
8

4-»
c

E
UI
3
o
<
*4

ED.

masr-noof
do
D »-  a

:L GJ
4 Dc

...I

o
3.o

E
GJ

8Ia!!
`¢E<ul<i

w
3

GJu
Se
O
x
C
4:o. :
a

c
m
E
an
:
' F
<
oz

> w-  Cc ._ U' 3

8

,-3
88

§§§
888%
§ ?owow-
8 5

.Q
<08
: E

Ru .Luc
5-°~82€09
ca:>-
O.>¢....'E
Na- ,uaCOQW-01-a

§ E '§
8 ; Q 2 E °- go

2 "' . : Q~
3 E El § 'a .H §§"§§"
S m vo 2 .." _""§ _

. m i Elf»§l§§ug§§.E--» mol °1u ,,, 8 e ,is - »-:

.3 8
E
- ...J

cc
"E 888

Ia ba
Tm

m_|0J 95 cc
Q) : . , 8 8 3 ¢ w w w . . , = = » -
- c x : \ -m38® mg gss oco9 m C . C \ - m m m - -: ¢n>u>9>W vo-.990 D." val-va5acmm we

8 5 =
E

' c
2
oz
in
<
ea
2
-.*:
o
._*

§
.c
4
4
cQ
a.
E
o
o

oO3no

I
To:L-Qu
<
> .uc

.93u4 :0
o
U
a
mmq)
u :

'ea 28

8883

E

E
3

8 8
Ag
8%DD

85

88
33
\Lm.

33
is
°a

oUD

8

. 3
3 8

8948
. 43
89§
§§5=

35
!8888§§ls§s;s;;§z3s=s'.3:s3x§:s§xs§§2§§§§§§

8 .3§l_N,,,,,,,",,l,,°;~'q_8\_g=_g_v;gg2889989883885gg883838gg99gg3qgg33883388838

3



w
no

I I I I | I I I I I I

QnmI o I
N

co
(OQ O
no

(\lr--
~=;r-m

ea of Q P m
of of m w IO
<11Q *=; Ga '=n
<0 1- M (Nl 1-

LD

an
Q
*Q
(")

no
CO
:Q
(")

m
D
'Q
Ra

I

o f on
1 - 1-
1 I 1-

m
-

1"'_ I
Q.E¢;'0258

bam
3139924"&»
QCD
U32

co

§§
_kg z:
m ¢"')
m sq

1 -

1- 1-1- 1.-
c l
"EL

`*!
O"1| -
23Dea.cQU)

| I I

ofC)oC\l

-*8
-88.5948+-a
»3=v'"L»=81r°<1>D->-

I I I I | I I I I II

o go
| 8 | \ 8 |

of Cd
§.§ 1-

m

3 3
1 - 1 -| 1-

N
|"-
* a
l -
go

"'§8;38.'*L°&"*L I
u'> 1- 1-1- ,_

8
c o
F)
1 -
1 '

com
c"'o cO O 64

.. .-1- 0_ Q <")
Q as 8N Q1*

N'5¢T:c:

'o

m
1835: EI

G)asm
2

a

ea 3 §
EE E 8

" ' _l_l _| ;

°§§§§°%§§°g§§§§§§§§§§§§§§§§=§§§§§#§88§&¢§8¢¢§2¢33~¢~~¢333338°8§33333§3
»- I N

:xi : 3
5 8
q)
D

-J *sO uU U

41 4:0 o
(DU)

'cl
O
<
CD
o

CD

8
u

-==:

8
c m

4-1
*:m
E*gw
.::
'cs
4

1:
_Ry
_Ru:J
Bm
O

m

U:-

RaUPr-ofUP
LEU)
D

o
g

4-»
| :
my
E

.5

I
Coas
.9D. o
hr 3

D. O.)
| D

E
GJ

801 . -
4- : |8 C

I

3l...

84
2 >

Q.
2
If)

32 43
_.g ll q|-

§§3§§§ ;8§¥§§§§¥§§
843 3 ._UgUEWhUQLU aw

8 8 Q »- u

Et
9 8 - l - P

U
2
in
an
4
ao.cin
LIa
a
2
>\c10n
Eo
o

E

3w3
'D
4
E
_Ru
:L
Q.
o
(D
L.
2m
E
o
O
:>
m

s
3

§ §
.88
8 §

E

88
' s

-Es
3%

88

:u
3w
8.u
<
'5z
o
o3M

U)
go 1-
_ : asg ._ UI m

8 EE i i i n '§
3 ' §§§

§ i as 38? 34
> .Q:
.Qun :v
o
G)
E
U)wU)

no

gee;

8588 I
I

. 1-¢"31l 1-
*5 <-cumocao-=ro<-\oooo<-nc\<~l¢':-=lua<c»uo<:nao1-c*>-a\.r><Dr-co

9
8
.4

§ 8
£838

838
352
3;_8
3883
§§§§

98833

8

8338
8 3 8
8238
Q84 GJ .

E Q]_ IZ 1- Ot-£\lC".l'\tl~f)¢Dl*-QUJD1~(\|'.""JwlL|."J(OI-CDD>C)v'(\lt"}*|9¥.Dl"WUJQ1-(\l¢*}*tl()¢.D|*~EDCDCJv*(\|('J i|J')CO|*~WU)C)c \ l m< r u . J ¢ . D r -o o :1 -< -1 - -v -v - \ - v v v » n n n < \ l n n n n n n c 9 mr > mc " > m m m m w w ¢ v v w v w m m m m m m m m m m



83...--30

"om
8 3 8
*-E.
gum
m y

6-9|-
3:a
GJ

8

*I

`U
.c 8

3 8_ c

2 8Qq1 LL|
a

3%
*=Q£1-mm
mom

I I I I I I I 1 0 I I I I I » go I we c> on 9 I I ID I IO
6 .. 1- 1-
ID rm if:

r ' 1-

ca
ID

|  Q
cu

mIO

coco
|  Q

1.0

1*-
LO

|-  v '  8 N *

-Cr no Q T* noCr N ( " ) t-- m1 - ID

mID1 -
1-
if:
1-

LD
m
~.
m

"2

ZNWe

LDno
n _
mm

c o ono
n .
F)of

I

4

N

£1
C
GJ

5
Rh
:
'CJ
4

_to
c
GJ
E
9
`3
ac

I

mo
e t
N

<9<9 LD
r-
1.r>

voc:o
E
3
<

1-
m

oIU
'Q
|--1-

> > :>

38. l.J

88'¢%888888%8°'°'°°°"""'
\_
<r
I

D
1-1
s:
an
E
40
an

E
Ag § 88
EE g g

Ea E u-u- .3
.3§§3§3°§§°§§§§§§§§§§§§§**§§=§§§§§§_§
' S  - 8 6 N d N n ' ¢ ~ i d N 2 d 3 d d o i N N d ¢ ~ i E N d l ~ i N n i n i n i8x-o 3 ,
s Q r - I  1 ~ .

EE E 8

8

h i »JQ  oL) u
<  <
ea Ruas U)
w o o

i n
u
<
Q)
CD
OO

: :
'o

6
U)
Ru

.=L>
' u
m4 -
m
u
o
an
m
m
cu

5
4 -
o
83

U I
c
c
as

4
c
o
4-1
.SEu

C 2
o n

D
EL*
_"Q
3

i - 3
no

o

m
I

ea

C
'2
5

jg.E

.Q
:\

4)
8

4029

4»

.E

3
<
C

B.
no

> -  21 - :L
D. m
| D

Q 8' u
c 10

cu an Ru t -

3  m  m _
e a  Ia  E

4-»
a
Eonnm
3_' u
4
al
2

cmcu.Qc .81i3°3.Qulc.8'L;_;
>

I

5. E 5

Egg 888888 _3.538
"3§§§§3§3§

um
5 :
10
<
n.
o

. :
m
\..
ea4-»•
E
>~c
cu
a
E
o
U

2Ia
E
LD

2
OU3z

3
88
8 8
a s
33
2%.
'pks
35
803

o
U3no

8 i 1 3u mC W 4) goE 5 3 -I

8 E
3 E i 38 gr 8 48
>. 318 § §§_g

s ?
443888 go

mmr-mF)
4.5o.>
D

I
-m3L.DIJ
4

:
.Qu4 :m
o
w
a
mm
U)

no

g
g 8

¢§éé

= °§
3§3§
8385
3§§§ | I

. E
§  3
8 8 8

8388

889
E358
§§<?§

§3§§|

. 1 - I " J ¥ *
C)C)C) l- - -'-(\l(\l(\l(\l¢q;*lgv} q q q f q q qjgygjq jqggygj O>U>
m m m m n m m m m m m m w m m m m n w m w w m m m m m m m m m

8<s less

38

§880)
83888§8;
..=°3
88; G.) .

. c o l @ * " l \ l C" J ' ¢ I D ( D l " - W UI F CJ 1 - ( \ l ¢ " " } ' 1 l ~ F J § DI " - UDUF QW C\ I l " ' } W L l ' } ( . D I * ~ 0 J U> © w- ( \ I E" I * l ' L { ) £ O l " ~ CDUJ CD1 ' C \ I C" ) ' 4 I I I J ! . D I * - O ) 8. J Z 1 - C \ } t " J ' ¢ L l ' } \ T . D P - I ¥ O U ) 1 - w - v - v - 1 - v - 1 - w - \ - 1 - € ' 4 C \ l ¢ \ I ( \ I < \ I t \ l l \ l E \ l l \ } C \ l C " } l . * ' > C " } l " l } t " ' ) C " J ( " ) f " ) t ' J l " 7 * ¥ W t ¢ ¢ t . r W * d 1 T ' d " 4 L l ' ) l 1 ' J L ¢ J L O L D L 0 \ D k D l D l l )

I

8



Q.Sama>;:'*5
§\\.)UJ_9 a>
;><L>8'
8 2c:*coW
mE

8OJQ D
c  Q
_Ru 1-
m m
m m

1-

no
I | 1 I I | | | | | | | a 1 a | |

u>
' Q

N
8 of

Q
QIJ?)

=;;8<=>853
l-1-%f'~lv"

ID co
Lm IN1 ( \ | | (\1
co n
m m
1" 1"

ID
10
<4
m
if:
1-

I
8 8
*z I *1<0 co
Q 8

m o
ca
|-
gg
Ra

"F
o-9I-

02 Nm
m

r--LD| 1-
ND
"2

coa:>¢::»1-.ooconcur-cf:
1- -Q

.&5
o
"1com

65

cm
"1
co
m

3
D
ea

.C
u
U)

8
=3 8
-_ c
u an
8  xD.
q.11.U
o

o

8
2?C
G)
.Ew. 3
'ca
q

8
c
cu
E
8
3
CD
Mr

I

we
UP

-4ca
Q
N

T*-cm
Q
Nm

C
o
33
' o
*cu
<

L 4.|-|-
'9 8_I _|

§
|-
3_I

88388888888

E*
33 E 8:
EE §

3 3
Ir8\_»~ u-
§§=8§§§§§§§§§§s§§=§ *#§§§§§§§§§§;§
9 9 »- g
G)
a

l |
1-1- 1-F F 1-1-F 1-

36
2
U
2
.9
u
O
nm
w
cu

u
¢.>

<

4-»
:
0
E
m
:s

g o44
ma.:mmwe

*Q
<
an
G.)

U )

m
ea
(D 43'

<

CD.C4-u-o
8

D
82
.L"
:J
.9
m
o

m

>

o.
E

D .
= a

1-0

g
.Q
'S

8Tb

c

8
8 83 :

E

Ean:s
9
<1
E
3
D..

I
C
8m

88
m *Q> 8.41o .QCCe

9_9maim
Q :

m .g

41c
m
§m
. :
'o
<
*go

EI E
u g §  5  2 § g-
s . .8 8 mag
3 E  3 9 3  3 2  "e t  §§§§Et '
8 48 38 5 ,,-8»§"'§a§3»§.5"'§§

so 3 - 88  ' § - 2 33 §.§§§3'§%""53E'§
3 25858 3§_§";88§§ =3..

3 8 , 33% 8§8§:8§§528% §§8£€§§_§88§'5 9 _»2.g»'g». we 3 rn.- ru g £8 §._l-D9888£§83&§§3s§3§8§§§£388 §£83383 §"

U)
0.) O: ... 3 q; L

C O Ia 9 I 8 3
8 as S .9 8 oW c m U)

u
2
EI

Qo.:
w
ea
o
E
:-»:Na.
Eo
o

a
2(D
9w
E
o
o
3
Cr

m
co
l"-
of
com
<5
as
a
I

To
3L.
u
u
<c

c
. 9
u
4 :
q)
D
q)
a
as
m
GJ

M

$2656
'<Tou<(922552222
$3330
a>883
z~=c-=<cc

5
3

82
33
go
33
38
2 :

38
4
8 :

o
u
D
Hz

1-

mmmwwmmwmmmmmnmmmmmnmmmmmmmmmmw
+5 "I "7 'Wm D ou o 1- N D v" q o

-g
. 5
8 8

£-285
448
883
88;
9883
3883

ggggg-|»

§
fn

88
o , ; :

8
8 cm
2382
e §83 =~9 932 a§
§ § t §
E885

GJ .
==ol Q1-g\l¢v;ql,l-);pl-..q3g;gj,-l-l*¢--,<1l..l')q)l..¢Q<J1C)v(\l¢vlq»l;lggl»..._®g)(31-{~qgq~qt\;)(gp.¢gU>¢31-(~4¢v)qt;;)¢P{~_¢pq)Q_ Z v N W W W W H W W F w w w w v w v v v W W W W N W W W W G W M M M W W M M M W W W W W W W W W ¢ W W WW WWWW@



E:*-D928
80°*rmg:
134:85
E T
E.:LQU)
U32

f r
6
|-
-a

an

o
. c

cm

a.>
O

:1

8843:al2:2mmma

8 GJ
m £8
. c
4:

C

=:>
mI I I I I 1

O
I | | 1 | | 8 |

N

m
1 nm

r-
ID

I 1-

co
|  8 |

LE
l I I I

N
- 3NIO

go
m
<*a

ooaocor-no
CZJ¢\l8r--m
Cal -

6 9 4 4

co of Er 1- W * 1"
8 no N 8 LD 1D Lm

o  1 - we ' |  LQ ' LQ
ca o
q -=r
1" 1-

1-
IU
'Q

we
1-

\

I | Q-
If)

d
Cr

| 4 1-

IID
<\l_
o
E

re
IJ")
N.
ca
3.

m
qQ
3

1 -  810 w
**l

-:r

Zim

I

3
8C
Q)
.Em. : |
U
<

I8Cas
E
8
E
no

U)
C
O

'E
'D
-=r

1'"
r--
'n_
N

1-
'Q
1-

ID
1-
1-
m

8
n .
r-

go Ia
m
m
.-J8 3 8

.. . E
E E 3 3

4 E E =
¢=8 § _l_l .J 8

8838588§§35§§§§§§§§§8§§E§§§§§§§§§§§
D c : :I 8

O

3 . 0
GJ

3 tiu D
< <1
q) U)ea 0
(D (D

18
u

<

8
(D

g
<c
m
o

m

'CI
2
S
: I

_u
cu

O

.Q :L

m
mr-.
ea¢""J
du
a

N

iv

ET
I 88'6

w

.Qu
'6 -U83W 33_ll/) " : ; :C gm-u m m m w w mp

¢uru§Lu_ 343 mmTu.E990-

E E
§ g E

33 8

E
as
Ew. 3
5
<r
*e
2
m
Q.
E
U)
4
2GJ
3
O
o
3
no

I
To:L.uU
-=::
>~uc
.QuR:m
o

QI

0
E41
an
:s
9 '
<
-H

3 33 48 $: 8 3 3§§3§32§§3§§3
88§5§"4§a=§533;E§§§§§€33§"§8§°E8§8§8s§s§ss§§m3;s;§a=§$=§aa3§;§388= §

u
.2
L:
W
<
nog
mL.m1-11ea
E
>.:NQ.
Eo
u

CD
a
q)ID
GJ

no

~, 88
§§§s

3888

8
E
8

32
83
88

3%
88
88

w
z
o
o
:>
re

3

§ 2

889
854
. 8 8
g g i

a>§°.6I wWW 1-
0QGCJCD1-1-1-FC\lC\lC\IC\|€'}C'3C")'<1"9iWt'§t'T f*41WO3O)€JJ11J> CD enc:

: - u f a n m m m m m m m m m m m m m m m m m m m m m m m m c o m m m

1 |Wlv-

@CW!-03
w¢")¢"}{"}¢"}
llJ4-I 4-3'JuS

Q Q
z<E<=r<<+

33
1 8

8884
9438
§§§§
Q84

\

m .
.5 <=>l ou- ouvu1col-ono>o1-c~.lc"Jv\n¢.ol--uomo\-cuva1rur:¢ol-~aum - e:»<r\n<ol-uooao-:umamncsh-naaao"'C\lC")'Wll-I}(.l:7|"3JGIl1'-v-1-1-1-v-1-1--1-v(\||t\llNC\1C\lC\ll*It*4C\ll*~I¢'J<")C"J("){")¢")C")C"J€'3¢'7*¥*<1"=t'Cl"¢*t t*f'<t'=$U3lDU>U)\DU)lDU')U)L0£D



cm*¢°\-

QnoI I I I I I I I I I ID| | Q |
N

CDiD
I Q

co
| l l I

N ID t"- N 1- mq I"- N w LDI m I | " -  1"  9  UI 4  I
D  N l*- N 1-1- ID

ID
NiID

N N
m c f:
a s | o f

nm LD
-Er -=r
1 - 1 -

Ncf:
Q
ID
1-

I

l  3 3Lf) Lf)
GO I 61
m m
F . 3 ,

0 3 1 "
I D
v o
€")
we

<»§a

'Sg o

_mmml

E°~w>
£ 8 6
w no

m* ' § ¢ ,
u m ?

=»8.
3 0 0
W E

Q
6-J
| -
23 c f:

LD
r-LD

I

'DGJ.Cu
w

8
43 8. -  :u an
9.' ><Q.q;UJ
D

I I I I I I I I I I I I I I I 1 - I I | I l I

1rc \uor- .ao
l_f}1I1-p"..g'qN |

1- 1-

m
co
et

r--
O|  r -
if:

I Ea ET
Ur: LD
cm a m
co gr)
4 4

I

r-oC)(\|

3c
q)
8w.:-
D
<r

£2C0
E
8*a:an
no

mC
.9l°.:.''Du
<

m O) nom of cm
sq Q M.1- v N

Qno
<
LD

> > 5

888

\ . ;
Q
E

5 5 5 g. . c
E E E an
5 \. m

Ru |-|- | - m

' a 6 3
M o *" _._l_._.I 4-» nu-

:NW 8 * -J o o o ooO O048w 003 0$ £ $ $ $ $ 8 $=L,,,_mo oacmcamoowm oamauozoaoa momoaoamoaaca.m .~._'-Q o I¢)olD\l'JlDD\DLI) l010lI)\DIlJlD IDEIDIDIDIl)ll)ll)LD
Q Q : Q 3Eoo8noc\|nnc:>c\|nonc~4nnnnocu<r\|nnnc\1nnalan.-ca < 4 ,
.8 I- l N(D

Q """ 12 ca
¥ "1 1 - 1-

I 0

1* 1"
os

at
an
m
2
U
2
.E
u
o
m
m
mO uo  O

<1-=1:
8 an

GJ
: n o

uu
<1
as
cu
(D

9
<
0an
of

4-rs:
u
EHm
:1
8
<

GJ
5
ls-
o

£8

GJ

§ | -

sqmr--nom
LEIU
o.9

3
U'
LU

0_8
c
...I

c
==s=,
B ECL4

Wl oggmgawm
_l(/J
C C

4-1
c

8
UP
3

' o
-=r
4-¢
c

. f s
D.

8 o
- .¢a'"6C0¢.,r39.CU!E

.98<°29.980

548 §
E83 5

u
2
in

aoz
m
m
ea
E
>\:NQ
Eo
o

Q.
2
i n
-pa
<̀5

E
o
o
D
n :

>

§
is

§3
. § ;

§3
38
2%38
8 8

4 »
c

E
ID

9
<
* »
mz
O
oDno

.9 8Q Q_ 3 2 e g

3 ' I "I" : o 3 Ag;

£51 gt
8818 889

I

3
3
u
U
0

< 1
> ,
U
c

.9E
o

4 :
GJ

a
GJ
a
GJ
( 0
G J

C r

8
8

g 53

888
998

I I
I

I 1-¢"3'<l 1-
L > ° o o c : » - 1 - 1 - 1 - Nc v n c - : o : c f a m ~ = r wl : r w- 4 - = : r wr o o o u GJG)G)GJ cnoa< ( Z o > m m m m m m m c o m m m m m c - a c f a m r s m m c f a m m m m m c o m m m m

g

8 2

32'
138
.3238
§88§
§§§§

98888

3
3%

o , : :

83
3 3 8
§§°8
8383
E T
§s§8 831

I

CD*(\lL*J*IlI}CDl-G1\\J)C.i\v"C\l<")WLI.lC.DI"-CDU3C31-C\lC"JILIlJ¢DPCOU}C3v 'C\l€'3*¥\DLDt~WGJO1'C\IC*7'¢1l¢)<Dr~WGJC>, -g \ lgqqtgnggr ._ m 5 ) , . . . , . . 1 - * . , . . , . , - * , - l-¢ \ l( \ l{ \ l( \ l( \ l( \ l(q¢ \ } ( \ llg \ lp * ,¢ q¢ q€ v )gqg ' )¢ v . \¢ 4 )g"}g9 qqq 1 t q 1 ¢ q n q q 4 j ; g L g ; f ; l n \ g \ g ) q ) u j u j ¢ g

5



11$

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE
no.

(A)
COMPANY
ADJUSTED

TY PLANT
$ 2

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

1 ,221
3,035

10,593

159,282
200

2,713
425,472

6,778
26,005

41,125
296,811

268
69,083
22,259
9,243

ACCT
no.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Semites
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture 8. Equipment

Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

120,057

3-FACTOR
ALLOCATOR

0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%
0.27%

324

TOTAL PTY WATER PLANT

9,539
3,553

12,012
16

1,190
11
4

79,777
553

(1)
1,180,745
1,180,745

$ 120,057
120,057

$ 324
324Company As Filed

Difference

$
$
$ $

RUCO PTY Plant Adjustment (324)l

1
2
3
4
5
6
7
8
9

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
3 5
3 6
3 7
3 8
3 9
4 0
4 1
4 2
4 3
4 4
4 5
4 6

RUCO PTY Accumulated Depreciation Plant Adjustment

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

4,293
(9,073)

(13,366)

4
5
6

Material and Supplies Inventories Per Company
Material and Supplies inventories Per RUCO
Adjustment

493
493

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
g

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment

$

$

$

$

1,389
1,389

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

10
11
12

Prepayments & Special Deposits Per Company
Prepayments 8< Special Deposits Per RUCO
Adjustment

$ 1,450
1,450

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K»

$

$ (13,366) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

21

20

27

26

25

24

23

22

28

17
18

16

19

1
2
3
4
5
8
7
8
g
10
11
12
13
14
15

RUCO reviewed several invoices from a number of companies with terms of net 30 days.

Expense Lag Days Usedin the LastWestern GroupRate Case.

ADJUSTMENT

Difference

OperatingExpenses
Purchased Power
Payroll
PurchasedWater
Chemicals
Property &Liability Insurance
Workman'sCompensation Insurance
Health Insurance
Other Operating& MaintenanceExpenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTATaxes
Property Taxes
Registration,Svc. Contracts, & Misc. Fees
RetirementAnnuities(401k)

Synchronized Interest
Cost of Equity

Revenue Lag

Net Lag

RUCO Adjusted Expenses

Expense Lag

CompanyAs Filed

Cash Working Capital

Subtotal

Subtotal

Total

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 - CONT'D
LEAD/LAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (Ev (C)

Line 18 - Line 17

Line 21 - Line 22

Col. (c), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
ASFMED

268,473

187,644

30,546
50,283

80,829

807
403

5,925
86,555
25,903
5,706
1 ,814

43
14,053
1 ,443
1 ,956

20,599
22,437

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$

(B)

191,734

(52,098)

(13,366)

(1,815)
(50,283)

(13,366)

(24,541 )

(76,739)

(3)
(450)

(20,299)
(2,908)

(95)

(9,073)

(17.27)

48.92

4,293

31,65

(817)

(69)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

s

$

$

191,734

153,003

28,731

28,731

807
403

5,922
86,105
5,804
2,798
1,719

43
14,053
1,443
1,887

20,599
21,620

(LEAD)/LAG
DAYS

(D)

3706
37.00
14.00
83.10

212.00
(98.83)
34.72

20.43
(45 .27 )
(4e. 50 )
(8.92)

91,25

14.00

Stanfield System
Schedule TJC-6

Page 2 of 2

$

$

$

$

DOLLAR
DAYS

2,621,726

2,621,726

9,380,032

6,758,306

(36,533)
(18,740)
(52,826)

2,5B3,150
207,353
103,537
24,063
3,573

2,979,236
(142,612)

65,514

(E)

739,916
302,674

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket NO. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUco
PROFD

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 88,841
22,651

$ $ 88,841
22,651

108,919
28,600

$ 197,760
51 ,252

$
19,498

130,990 $ $
19,498

130,990

$
$
$
$
$
$

(1,406)
136,114 $

18,092
267,104

7
8

Miscellaneous
Total Operating Revenues

$
$

936
131,926

$
$

$
$

936
131,926

$
$

(47)
136,067

$

55

889
267,993

$ $ $ $ $
378 378 378

9
10
11
12
13
14
15
16
17
18
19
20

20,599 20,599 20,599

Operating Expenses
Source of supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative 8= General Expenses

Total Operations & Maintenance Expense $

4,831
62,986
25,008
8,718

43
17,560

140,124 $
(1,069)
(1 ,069) $

4,831
62,986
25,008
8,718

43
16,491

139,055 $ $

4,831
62,986
25_0()8
8,718

43
16,491

139,055

21 Depreciation & Amortization Expenses $ 46,067 $ (1 ,500) $ 44,568 $ $ 44,568

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ 18,369
312

$ $ 18,988
9,481

$

$

(31 ,753)
(6,995)
14,053
1,522

(23,173) $
(95)

18,586 $

(13,384)
(6,683)
14,053
1,426
(4,587) $ 28,469 $

5,604
2,798

14,053
1,426

23,882

27
28

Total Operating Expenses
Operating Income

$
$

163,018
(31 ,O92)

$
$

16,018
(16,018)

$
$

179,036
(47,110)

$
$

28,469
107,598

$
$

207,505
60,488

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJc-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A.08-0440
Test Year Ended December 31, 2007

LINE
no.

Total OT Hours for 2005 - 2008
Divided bye Years

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

8;

$

(A)
PER

RUCO DR 1.11.d

Stanfield System
Schedule TJC-9

Page 1 of 3

78,751 .0
4

15,008.5
18,080.0
28,132.5
17,530.0

Normalized Level of OT Hours fr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUN() Adjustment l=l>

19,687.8

28,132.5

8,444.8

35.85

302,744

f:0.27%§§

M / )|

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1 .48%

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11 .6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Pavroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Stanfield System
Schedule TJC-9

Page 2 of 3

302,744

817RUCO Allocated Payroll by District

Payroll Tax Expense Allocator BV Group:

RUCO Payroll Tax Expense Allocator by Group

Ruck payroll Tax Expense Adjustment lm w=>)l

1
2
3
4
5
6
7
8
9

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
3 5
3 6
3 7
3 8
3 9
4 0
4 1

Payroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-9

Page 3 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302,744

Q 0.27%

817$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll 401 (K) Expense;

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Payroll 401(K) Expense Allocator By Group:

RUCO Payroll 401(K) Expense Allocator by Group

RUCO payroll 401(K) Expense Adjustment l:>

Pavroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8. 12%



Arizona Water Company
Docket No. W-01445A-0B-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC~10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. e
INSURANCE EXPENSE

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY

(B)

LINE
no.

RUCO
ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

$

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

t,718Subtotal

Wester Group
Casa Grande
Stanfield
White Tank
Ago
Coolidge

Subtotal

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal

$

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

$

570
507
445
199
B7

1,B09 $

(55)
(55)
(84)
(38)
(15)

(257) $

506
452
361
182
71

1,551

Total Company $ 8.201 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (B): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COLUMN (C): COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS1 PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO REFERENCE

0.0036 00036 COMPANY WORKPAPER . "GROUP INSURANCE" TAB LTD

$ 302 ,744 COMPANY WORKPAPER - 'GROUP INSURANCE)

LINE 1 x LINE 2

4 Y/E Number of Customers

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

$

$

$

5 Pro Forma 2007 LTD - Spread

11 ,095,569

39,944

83,825

a8,854

6,201

$

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5_1116 Increase/(Decrease)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER - 'GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

LINE

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
$ 2 $

1,221
3,035

10,593

92

159,282
200

2,713
422,973

4,986

78
24,871

6,77a
(9,036)

169
(258)

41 v125
291 ,711

268
69,083
22,259
9,243

823
5,222

5
1,644
1,013

168

39

ACCOUNT
no .
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
250%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
455%
1.82%
0.00%
2.50%

See Acer. 108 2
6.67%
5.00%
4.00%
5.00%
567%
6.67%
333%

1,311
1

48
1
0

5,321
18

Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8. lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures 8. lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop 8¢ Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT ANO DEPRECIATION EXPENSE s

1,569
3,553

19,657
16

1,190
11
4

79,777
553

(1)
1,137,780 $ 45,551

AMORTIZATION OF CONTRIBUTIONS (49, 164) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE s

(983)

44,567

Company As Filed
Difference $

$

46,067
(1,500)

(1,500)RUCO Adjustment (See TJC-8, Column (B))

District

no .
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
CB
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .68%
2.28%
0.22%
4.9a%
26.55%
0.27%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

9
10
11

13
14

12

1
2
3

4
5

7
8

6

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Net Book Value Of Transportation Equipment

MULTI PLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Calculation Of The Company's Tax Liability:

Calculation Of The Company's Full Cash Value:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. a

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col <c), Ln 8
Sch. TJC-7, Col (C). Ln 8
Sch. TJC-7, Col (E), Lm 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6,8& 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5 X2

$

$

$

$

$

(A)

281 ,755

131,926
131,926
267,993
531 ,845
177,282

Stanfield System
Schedule TJC-12

Page 1 of 1

$

$

$

$

(B)

382,509

354,563

28,176

(230)

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

15.85%
0.00%

15.85%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 13,641

to Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 13,641

19 Test Year Adjusted Property Tax Expense As Filed CO, Sch. C-1 14,053

20 Decrease In Property Tax Expense Line 18 .. Line 19 $ (412)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (412)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 0.27%

3 Stanfield System (Line 1 X Line 2) $ 810

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 270

6 450

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) (180)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E))

$
s
s

(180)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
28.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. w-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System

Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXESI

1 Sch. TJC-7, Column (C), L28 + L22 + L23 $ (67,176)

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

(6,683)
28,731
(89,225)

5

6

Federal Tax Rate

Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

15.00%
(13,384)

STATE INCOME TAxEs:

7 Line 1 $ (67,176)

8

g

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 21
Line 7 - Line 8 $

28,731

(95,908)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (6,683)

12

13

14

TOTAL INCOME TAX EXPEN$E»_
Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13

$

$

(13,384)
(6,683)

(20,067)

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (31,753)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (6,995)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 $ 18,369

18 RUCO State Income Tax Adjustment Line 13 - Line 16 $ 312

19

20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost of Debt (Sch. TJc-15 Col. (D). LI)
Interest Expense (L18 X L19) $

774,655

3.71 %
28,731

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Stanfield System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (D)
WEIGHTED

COST
RATE

LINE

NO. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31 % 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

(C)

l
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Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

white Tank System

TABLE OF CONTENTS TO TJC SCHEDULES

PAGE
no. TITLE

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTORTJC-1

TJC-2

TJC-3

TJC-4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

TJC-5

TESTIMONY

1 &2

1

1

1 TO 7

1 TO 5

1 TO 5

1

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT no. 1 .. PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no.1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 2 - REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 _ REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 . INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 - WORKING CAPITAL AND LEAD/LAG STUDYTJC-6

TJC-7

TJC-8

TJC-9

TJC-9

TJC-9

TJC-10

TJC-11

TJC-12

TJC-13

TJC-14

TJC-15

SCH.
no.

1 &2

1 OPERATING INCOME

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 - PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

3 OFF OPERATING INCOME ADJUSTMENT no. 3 - 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

1 OPERATING INCOME ADJUSTMENT no. 6 . INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7 - TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. g - RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

1 COST OF CAPITAL



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

NO, DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Cost/Fair Value Rate Base $ 4,415,017 s 4,307,949

2 Adjusted Operating Income (Loss) $ 130,069 S 137,059

3 CurrentRate of Return (L2 /L1 ) 2.95% 3.18%

4 Required Operating Income (L5 X L1) $ 433,301 $ 336,381

5 Required Rate of Return on Fair Value Rate Base 981 % 7.81 %

6 Operating Income Deficiency (LE - L2) $ 303,233 $ 199,322

7 Gross Revenue Conversion Factor (VJC-1, Page 2) 1 .6286 115950

8 Required Increase in Gross Revenue Requirement (L7 x Le) l$ 493,855 I l$ 317,918 I

9 Adjusted Test Year Revenue $ 1,244,735 $ 1,244,735

10 Proposed Annual Revenue (LB + LE) $ 1,739,054 $ 1,562,653

11 Required Percentage Increase in Revenue (LB/ LQ) 39.68% 25.54%

12 Consolidated Revenue Adjustment $ $

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ $

14 Required Revenue Under Company Proposed Consolidation $ $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation

16 Rate of Return on Common Equity 12.40°/o 8.33%

References:
Column (A): Company Schedules A-1 and CO
Column (B); Ruco Schedule TJC-2, TJC-7, and TJC-15
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Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 - L2)
Revenue Conversion Factor(L1 / LE)

1 .0000
0.3730
0.6270

5
6
7
8
g
10

CALCULATION OF EFFECTIVE TAX RATE.-
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State income Tax Rate (LS + LE)

100.0000%
6.9680%

93.0320%
32.6082%
30.3361 %
37.3041%

11
12
13

$ 336,381
137,059

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 199,322

14
15
16

17

IncomeTaxesOn Recommended Revenue (Col. (D), L31) 105,079
Income Taxes On Test Year Revenue (Col. (D), L32) (13,518)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

s

Total Required Increase In Revenue (L13 + L16)

$

$

118,596

317,918

RUCO
Recommended
s 1 ,562,653

1,121 ,193
159,778
281 ,682
6.9680%

$

$ 19,628

18
19
20
21
22
23
24
25
26
27
28
29
30
31

$
$
$
$
$
$

262,054
7,500
6,250
8,500

63,201

CALCULATION OF INCOME TAX-
Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th IDC. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

85,451
105,079

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

(13,518)
118,596

34 Applicable Federal Income Tax Rate (Col, (D), L30 / Col. (C), L24) 32.61 %

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. WAR-2, Col, (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F),LI )
Synchronized Interest (L35 X L36) $

4,307,949
3.71%

159,778



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-2

Page 1 of 1

RATE BASE _ ORIGINAL cosT

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

(35,104)
(904)

$

10,580
615,238
881,883

1,119,829
10,239,592

269,914
13,137,035 $

(2,845)
(38,853) $

10,580
615,238
846,779

1,118,925
10,239,592

267,069
13,098,182

8
g

Accumulated Depreciation
NetUtility Plant in Service (Sum LI &L2) $

(1,716,046)
11,420,990 $

27,639
(11,214) $

(1,688,407)
11,409,776

10 Advances in Aid Of Const. $ (5,647,808) $ $ (5,647,808)

11
12
13

$ $ $Contribution in Aid of Const.
Accumulated Amortization of ClAC

NET CIAC (L5 + LE) $

(1,134,727)
175,250
(959,477) $ $

(1,134,727)
175,250

(959,477)

14 Deferred Income TaX $ (454,211) $ $

15 $ 55,523 $ (95,854) $

(454,211 )

(40,331 )

16

Allowance for Working Capital

Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 4,415,017

$
$

- s
(107,068) $ 4,307,949

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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\ (2,845)

Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE
NO.

(A)
COMPANY

ADJUSTED
TY PLANT

$ 15

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

10,564
21,233
28,523

565,482

19,632
862,251

79
1 ,119,750

35,990
478,300

7,123,837
36,138

1 ,820,070
202,922
542,336

ACCT

n o
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

28,952
31,189

123,832
1 ,299

35,641
2,747
1 ,823

31,749
12,683

120,057

3-FACTOR
ALLOCATOR

2.37%
2.37%
2.37%
2.37%
2.37%
2.37%
237%
237%
2.37%
2.37%
2.37%
2.37%
2.37%
237%
237%
2.37%
2.37%
2.37%
2.37%
2.37%
2.37%
2.37%
2.37%
2.37%
2.37%
2837%
2.37%
2.37%
2.37%
2.37%
2.37%

2,845

TOTAL PTY WATER PLANT 13,137,036
13,137,036

$ 120,057
120,057

$ 2.845
2,845Company As Filed

Difference

$
$
s $ $

RUCO PTY Plant Adjustment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment 95 |

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment

$ 26,652
(69,202)
(95,854)

Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

4
5
6

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment

3,950
3,950

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
g

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment

12,192
12,192

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

10
11
12

Prepayments & Special Deposits Per Company
Prepayments 8< Special Deposits Per RUCO
Adjustment

12,729
12,729

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K))

$

$

$

$

$

$

$

$ (95,854) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

LlNE
no. DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

$

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

$

(B)

(22)
(3,950)

(53,409)
(10,962)

(836)

(7,175)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

(LEAD)/LAG
DAYS

(D)

20 43

144.00

White Tank System
Schedule TJC-6

Page 2 of 2

$

DOLLAR
DAYS

(E)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

105,581
183,411
150,244

8,60a
7,080
3,539

46,262
198,280
138,860
30,590
15,919

381
53,436
12,665
15,270

(283)

105,581
176,236
150,244

8,608
7,080
3,539

46,240
194,330
85,451
19,628
15,083

381
53,153
12,665
14,664

(45.27)
(46.50)
(8.92)

37.00
37.00
14.00
83.10

212.00
(98.83)
34.72

3,792,470
2,467,303

18,202,848
175,831
(320,512)
(164,564)
(412,461 )

5,829,900
3,161,692

726,221
211,165
31,661

11,258,362
(1,251 ,6B2)

509,122

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability Insurance
Workman's Compensation Insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Current income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts,&Misc. Fees
Retirement Annuities (401k) (606)

16 Subtotal 970,126 (77,244) 892,882 44,227,357

17
18

Synchronized Interest
Cost of Equity

$ 163,749
269,552

$ (3,971 )
(269,552)

$ 159,778 91.25 $ 14,579,734

19 Subtotal $ 433,301 $ (273,523) $ 159,778 $ 14,579,734

20 Total $ 1,403,427 $ (350,767 ) $ 1,0521660 $ 58,807,091

21 Expense Lag Line 17, Col. (E) /(c) 55.87

22 Revenue Lag Company B-5 Schedules 31.87

23 NetLag Line 18 - Line 17 (24.00)

24 RUCO Adjusted Expenses Col. (C), Line 16 $ 1 ,052,860

25 Cash Working Capita! Line 19 X Line 20 / 365 Days (69,202)

26 Company As Filed Co. ScheduleB-6, Page t 26,652

27 Difference Line 21 - Line 22 $ (95,854)

28 ADJUSTMENT Line 27 $ (95,854)

Expense Lag Days Used in the Last Wester Group Rate Case.

I: . ,gt III :::::: Dependent on System

RUCO reviewed several invoices from a number of companies with terms of net 30 days.
¥>1€4'¥"r8»

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7 )
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)

318

35



Arizona Water Company
Docket NOS. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $ $ $ $

$

1,057,928
119,358
18,658

295
36,166

1,232,404 $ $

1,057,928
119,358
18,658

295
36,166

1,232,404 $

261,024
29,488
12,003
1,180

14,687
318,382 $

1,318,952
148,845
30,661
1,475

50,852
1,550,785

7
8

Miscellaneous
Total Operating Revenues

$
$

12,331
1 ,244,735

$
$

$
$

12,331
1,244,735

$
$

(464)
317,918

$
$

11,867
1,562,653

$ 150,244
5,606

$ $ 150,244
5,606

$ $ 150,244
5,606

9
10
11
12
13
14
15
16
17
18
19
20

105,581 105,581 105,581

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative 8¢ General Expenses

Total Operations 8 Maintenance Expense $

41,276
34,975

173,577
72,619

362
146,701
730,940 $

(9,383)
(9,383) $

41,276
34,975

173,577
72,619

362
137,318
721,556 as $

41,276
34,975

173,577
72,619

362
137,318
721,556

21 Depreciation & Amortization Expenses $ 294,495 s (4,142) $ 290,353 $ $ 290,353

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 96,444
22,153

$

$

(17,350)
(3,822)
53,436
56,967
89,231 $

6,358
1,297
(283)
(836)

6,536 $

(10,993)
(2,525)
53,153
56,131
95,767 $ 118,596 S

85,451
19,628
53,153
56,131

214,363

27
28

Total Operating Expenses
Operating Income

$
$

1,114,666
130,069

$
$

(6,990)
6,990

$
$

1,107,676
137,059

$
$

118,596
199,322

$
$

1,226,272
336,381

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

Amount of Abnormal TY OT Hours

OT Hours in Test Year

Total OT Hours for 2005 - 2008
Divided by 4 Years

3-Factor Allocator Per District

Normalized Level of OT Hours nr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

See NOTE

$

(A)
PER

RUCO DR 1.11.d

White Tank System
Schedule TJC-9

Page 1 of 3

19,687.8

28,132.5

8,444.8

35.85

78,751.0
4

15,008.5
18,080.0
28,132.5
17,530.0

302,744

RUCU Adjustment lib U,'llb)l

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11.6 to be $35.85. RUCO accepts that rate in making its payroll adjustments,



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31. 2007

White Tank System
Schedule TJC-9

Page 2 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

$ 302.744

2 . 37%

7.175

1
2
3
4
5
6
7
8
9

10
11

$

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Payrol l  Tax Expense:

Total  Abnormal  OT Dol lars in TY

3-Factor Al locator Per Dist rict

RUCO Al located Payrol l  by Dist rict

Pavrol l  Tax Expense Al locator Bv Group:

RUCO Payrol l  Tax Expense Al locator by Group

RUCO Payrol l  Tax Expense Adjustment [u>

11.65%

lbs_so)l

Pavrol l  Tax Expense Al locator Bv Group:
Eastern Group
Western  Group
Northern Group

7.47%
11. 65%
15. 90%



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31 , 2007

LINE
no.

Total Abnormal OT Dollars in TY

3~Factor Allocator Per District

Pavroll 401 (K) Expense Allocator Bv Group:

RUCO Allocated Payroll by District

Payroll 401(K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

i i
.

$

$

(A)
PER

RUCO DR 1.11.d

White Tank System
Schedule TJC~9

Page 3 of 3

302,744

7,175

5W.,»

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

RUCO Payroll 401(K) Expense Allocator by Group

RUCO Payroll 401(K) Expense Adjustment =» (bUD)l

Pavroll Tax Expense Allocator Bv Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test YearEnded December 31, 2007

White Tank System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)

LINE
no.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Easter Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1,950

Superior
Bisbee
Sierra Visio
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25
5
0

(338)
2,157 $

(45)
(38)
(20)
(20)
(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

Wester Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

subtotal $

2,137
20

148
58

(127)
2,235 $

(298)
(3)

(22)
(9)

(62)
(393) $

1,839
17

126
49

(189)
1,842

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Norlhem Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1 ,551

Total Company $ 6,201 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A):
COLUMN (B):
COLUMN (c):

COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1

2

3

4

$ 302,744

5

6

Cun'ent Rate per Payroll Dollar

Pro Forma Payroll Dollars

Pro Forma LTD - Total Company

Y/E Number of Customers

Pro Forma 2007 LTD - Spread

Increase I (Decrease)

$

$

$

$

$

$

0.0036

11 ,095,569

39,944

83,825

38,854

e,201

$ 0.0036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,111

REFERENCE

COMPANY WORKPAPER - "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER . "GROUP INSURANCE)

LlNE 1 x LINE 2

COMPANY WORKPAPER - "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER - "GROUP INSURANCE)



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

White Tank System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
TEST YEAR DEPRECIATION EXPENSE

LINE

no. ACCOUNT NAME

(A)
RUCO
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ 15 $

10,564
21,233
28,523

783

565,482 17,700

17,880
828,898

511
48,739

(825) (21)
32,0251,119,750

35,990
478,300

7,123,837
36.138

1 ,820,070
202,922
542,336

9,566
127,517

723
43,318
9,233
9,871

724

ACCO U NT

N o .
301
302
303

310. 1
310 . 3
310 .4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & Imprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

28,952
31 ,189

120,987
1,299

35,641
2.747
1.823

31 ,749
12,683

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
8.67%
6.67%
3.33%

8,070
65

1,426
137
122

2,118
422

$ 13,098,182 $ 313,047

AMORTIZATION OF CONTRIBUTIONS (1,134,727) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(22,695)

290,353

Company As Filed
Difference $

$

294,495
(4,142)

(4,142)RUCO Adjustment (See TJC-8, Column (B))

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Siena vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0,81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket Nos. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

g
10
11

12

1
2
3
4
5

6

7

8

ADD:
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% of CWIP

Calculation Of The Company's Full Cash Value:

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Tax Liability:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV')

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJc-7, Col <c). Ln 8
Sch. TJC-7, Col (C), Ln 8
Sch. TJC-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lines 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5X2

$

$

$

$

1 ,244,735
1 ,244,735
1 ,562,653
4,052,122
1 ,350,707

2,043,865

(A)

White Tank System
Schedule TJc-12

Page 1 of 1

$

$

$

$ 2,701,415

2,866,917

(B)

204,387

(38,884)

13
14

MULTIPLY5
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value 645,056

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

8.24%
0.00%
8.24%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 53,153

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 53,153

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 53,436

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (283)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (283)
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White Tank System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 2.4%

3 White Tank System (Line 1 X Line 2) $ 7,110

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 /3 Years) $ 2,370

6

7

Company Rate Case Expenses As Fired (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

$

3,950

(1 ,580)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (1,580)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0,81 %
5.27%
6.20%
3.99%
845%
2.95%
1.48%
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Test Year Ended December 31, 2007

White Tank System
Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no . DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (c), L28 + L22 + L23 $ 123,541

2

3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 21

Line 1 - Line 2 - Line 3 $

(2,525)
159,778
(33,712)

5

8

Federal Tax Rate
Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

32.61 %
(10,993)

STATE INCOME TAXES:

7 Line 1 $ 123,541

8

g

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 21
Line 7 - Line 8 s

159,778
(38,237)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (2,525)

Line 6
Line 11

Line12 + Line 13

$12

13

14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

(10,993)
(2,525)

(1 s,518)

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) (17,350)

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) (3,822)

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 6,358

18 RUCO State Income Tax Adjustment Line 13 - Line 16 1,297

$19
20
21

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col. (D), L1 )
InterestExpense (L18 XL19) $

4,307,949
3.71%

159,778

I
I
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White Tank System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)

LINE
no.

COST
RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt

DESCRIPTION

$ 75,000,000

DOLLAR

AMOUNT

CAPITAL

RATIO

50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) Thru (D): Testimony, WAR

l
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TABLE OF CONTENTS TO TJC SCHEDULES

PAGE
n o. TITLE

REVENUEREQUIREMENT AND GROSS REVENUE CONVERSION FACTORTJC-1

TJC-2

TJC-3

TJC-4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

TJC-5

TESTIMONY

1 &2

1

1

1 TO 7

1 TO 5

1 TO 5

1

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 _ PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 2 _ REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 _ REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 _ INTENTIONALLY LEFr BLANK

RATE BASE ADJUSTMENT no. 5- INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 . WORKING CAPITAL AND LEAD/LAG STUDYTJC-6

TJC-7

TJC-8

TJC-9

TJC-9

TJC-9

TJC-10

TJC-11

TJC-12

TJC-13

TJC-14

TJC-15

SCH.
no.

1 &2

1 OPERATING INCOME

1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

2 OF 3 OPERATING INCOME ADJUSTMENT no. 2 _ PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

3 OF 3 OPERATING INCOME ADJUSTMENT no. 3 - 401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

1 OPERATING INCOME ADJUSTMENT no. 6 - INSURANCE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 7 - TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 8 . PROPERTY TAX COMPUTATION

1 OPERATING INCOME ADJUSTMENT no. 9 - RATE CASE EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

1 COST OF CAPITAL
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Ajo System
Schedule TJC-1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no . DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Ad}usted Original Cost/Fair Value Rate Base $ 1,123,706 $ 1,094,479

2 Adjusted Operating Income (Loss) $ 49,548 $ 54,354

3 CulTentRate of Return (12 /L1) 4.41 % 487%

4 Required Operating Income (LE X L1) $ 110,284 s 85,461

5 Required Rate of Return on Pair Value Rate Base 9.81 % 7.81 %

6 Operating Income Deficiency (L4 - L2) $ 60,735 $ 31,107

7 Gross Revenue Conversion Factor <TJc-1, Page 2) 1 .6286 12797

8 Required Increase inGross Revenue Requirement (L7 x LE) $ 98,916 I $ 39,808 I

9 Adjusted Test Year Revenue $ 470,994 $ 470,994

10 Proposed AnnualRevenue (LB+ LQ) $ 569,955 $ 510,802

11 RequiredPercentage Increase inRevenue (Ls / LE) 20.99% 8.45%

12 Consolidated Revenue Adjustment $ $

13 Required trucease in Gross Revenue Under Company Proposed Consolidation $ $

14 Required Revenue Under Company Proposed Consolidation $ $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation

16 Rate of Return on Common Equity 12.40% 8.33%

Referenced
Column (A): Company Schedules A-1 and C-1
Column (B)z Ruco Schedule TJC-2, TJC-7, and TJC-15

I I
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ajo System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (8) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:

Revenue
Combined Federal And State Tax Rate (L10)

Subtotal (LI - L2)
Revenue Conversion Factor(LI /LE)

1,0000
0.2186
0.7814

5
e
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LG)
Applicable Federal Income Tax Rate (Col, (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
16.0042%
14.8890%
21.8570%

11
12
13

$ 85,461
54,354

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), LE)
Required Increase In Operating Income (L11 - L12) $ 31,107

14
15
16

17

Income Taxes On Recommended Revenue (Col. (D), L31) 13,058
Income Taxes On Test Year Revenue (Col, (D), L32) 6,176
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

6,883

37,990

RUCO
Recommended
$ 510,802

410,464
40,593
59,744

6.9680%
$

$ 4,163

18
19
20
21
22
23
24
25
26
27
28
29
30
31

$
$
$
$
$
$

55,581
7,500
1 ,395

CALCULATION OF INCOME TAX»
Revenue (Sch. TJC-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335.001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

8,895
13,058

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

6,176
6,883

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 16.00%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col, (F), LI )
Synchronized Interest (L35 X L36) $

1,094,479
3.71%

40,593



Arizona Water Company
Docket No. W-014-45A-08-0440
Test Year Ended December 31, 2007

Ago System
Schedule TJC-2

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE
no. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJTED
OCRB/FVRB

1
2
3
4
5
6
7

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Senile

$ $ $

$

3,702
9,477

89,231
4,306

1,916,378
184,119

2,207,212 $
(972)
(972) $

3,702
9,477

89,231
4,306

1 ,91S,378
183,146

2,206,240

8
9

Accumulated Depreciation
Net Utility Plant in Service (Sum L1 & L2) $

(812,825)
1,394,387 $

20
(953) $

(812,805)
1,393,435

10 Advances in Aid Of Const. $ (87,953) $ $ (B7,953)

11
12
13

$ $ sContribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(65,554)
1s,854

(49,700) $ $

(65,554)
1s,as4

(49,700)

14 Deferred Income Tax $ $ $

15 $

(155,237)

22,208 $ (28,274) s

(155,237)

(6,066)

16

Allowance for Working Capital

Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, a. 7 Thru 16)

$
$ 1,123,706

$
$ (29,227)

$
$ 1 ,094,479

References:
Column (A): Company Schedule B- 1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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ArizonaWater Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ajo System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(A)
COMPANY

ADJUSTED
TY PLANT

$ 5

(B) (C) (D)

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

3,697
8,675

1

802
3,208
3,015

83,008

4,306
6,065

160,356
1 ,319,760

18,029
280,887
51,182
80,099

ACCT

NO.
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8. lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment

Warehouse Equipment
Toois, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

47,181
10,659
46,072

241
10,587
34,921
3,246

30,384
826

120,057

3-FACTOR
ALLOCATOR

0.81%
0.81%
0.81 %
0.81%
0.81%
0.81%
0.81%
0.81%
0.81%
0.81%
0.81%
0.81%
0.81%
0.81 %
0.81%
0.81%
0.81%
0.81%
0.81 %
0.81 %
0.81 %
0.81 %
0.81%
0.81 %
0.81 %
0.81%
0.81%
0.81%
0.81%
0.81%
0.81%

972

TOTAL PTY WATER PLANT
(1)

2,207,212
2,207,212

$ 120,057
120,057

$ 972
972Company As Filed

Difference

$
$
E $ $

RUCO PTY Plant Adjustment

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ajo System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1

2

3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

12.078
(16,196)
(28,274)

4
5
5

$ 1,614
1,614

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
9

$ 4,167
4,167

Company Schedule B-5, PG. 1
Company Schedule B-5, PG, 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

$ 4,a50
4,350

CompanySchedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K))

$

$ (28,274) Sum of Lines 3, 6,9 &12



Arizona Water Company
Docket No. W-014~45A~08-0440
Test Year Ended December 31, 2007

LINE
no. DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

$

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

$

(B)

(2,452)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

(LEAD)/LAG
DAYS

(D)

14,00

Ajo System
Schedule TJC-6

Page 2 of 2

$

DOLLAR
DAYS

(E)

(9)
(1,350 )

(26,448)
(3,623)

(286)

( 5.2 )
( 6.50 )
(8.92)..........

1.:

5? 00
31:1138

(1,769)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

3,297
72,016

159,092
448

2,420
1 ,210

19,143
65,459
35,343

7,786
5,441

130
26,265
4,328
6,318

3,297
59,564

159,092
448

2,420
1,210

19,134
65,109
8,895
4,163
5,155

130
24,495
4,328
5,11 1

37.00
14.00
83.10

212.00
(98.83)
34.72

118,428
973,893

6,199,971
9,151

(109,553)
(56,265)

(170,676)
1,953,270

329,127
154,030
72,175
10,803

5,193,233
(427,736)
212,166

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability insurance
Workman's Compensation insurance
Health Insurance
Other Operating & Maintenance Expenses
Federal Cun'ent Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k) (207)

16 Subtotal 409,696 (36,143) 373,553 14,462,017

17
18

Synchronized Interest
Cost of Equity

$ 41,677
68,606

$ (1,084)
(68,606)

$ 40,593 91.25 $ 3,704,134

19 Subtotal $ 110,283 $ (69,690) $ 40,593 $ 3,704,134

20 Total $ 519,979 $ (105,833) $ 414,146 $ 18,166,150

21 Expense Lag Line 17, Col. (E)/ (c) 43.86

22 Revenue Lag Company B-5 Schedules 29.59

23 NetLag Line 18 - Line 17 (14.27)

24 RUCO Adjusted Expenses Col. (C), Line 16 $ 414,146

25 Cash Working Capital Line 19 X Line 20 / 365 Days (16,196)

26 Company As Filed Co. Schedule B-6,Page1 12,078

27 Difference Line 21 - Line 22 $ (28,274)

28 ADJUSTMENT Line 27 $ (28,274)

RUCO reviewed several invoices from a number of companies with terms of net30 days.

Expense Lag Days Used in the Last Western Group Rate Case.
Dependent on System

References Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)

SN



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ajo System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
R u c o

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 360,038
105,351

$ $ 360,038
106,351

$ 29,791
9,572

$ 389,828
115,923

$

124
812

467,325 $ $

124
812

467,325 $

476
16

39,854 $

600
828

507,179

7
8

Miscellaneous
Total Operating Revenues

$
$

3,669
470,994

$
$

$
$

3,669
470,994

$
$

(46)
39,808

$
$

3,623
510,802

$ 159,092
71

$ 55 159,092
71

$ $ 159,092
71

9
10
11
12
13
14
15
16
17
18
19
20

3,297 3,297 3,297

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

16,314
4,904

66,320
29,076

133
55,525

334,732 $
(3,208)
(3,208) $

16,314
4,904

66,320
29,076

133
52,316

331,523 $ $

16,314
4,904

66,320
29,076

133
52,316

331,523

21 Depreciation & Amortization Expenses $ 51,154 $ (771 ) $ 50,383 s $ 50,383

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

$ $ $ $ 5,927
956

$

$

4,055
893

25,265
4,347

35,560 $

(1 ,086)
2,314
(1 ,769)

(286)
(827) $

2,968
3,207

24,497
4,061

34,733 $ 6.883 $

8,895
4,163

24,497
4,061

41,616

27
28

Total Operating Expenses
Operating Income

$
$

421,445
49,548

$
$

(4,806)
4.806

$
$

416,640
54,354

$
$

6,883
32,925

$
$

423,522
87,279

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

Total OT Hours for 2005
Divided bye Years

OT Hours in Test Year

Normalized Level of OT Hours nr.

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

DESCRIPTION

- 2008

See NOTE

$

(A)
PER

RUCO DR 1.11.d

Ajo System
Schedule TJC-9

Page 1 of 3

19,687.8

28,132,5

8,444.8

35.85

15,008.5
18,080.0
28,132.5
17,530.0

78,751.0
4

302,744

3-Factor Allocator Per District

RUCO Adjustment l:1> \4§4:>z)l

white Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
3-Factor Allocator BV District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11 .6 to be $35.85. RUCO accepts that rate in making its payroll adjustments.
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
38
37
38
39
40
41

Total Abnormal OT Dollars in TY

RUCO Payroll Tax Expense Allocator by Group

RUCO Payroll Tax Expense Adjustment

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator By Group:

Pavroll Tax Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Ajo System
Schedule TJC-9

Page 2 of 3

302,744

50.81%

2,452

1

Pavroll Tax Expense Allocator BV Group:
Eastern Group 7.47%
Western Group 11.65%
Northern Group 15.90%

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

Pavroli 401(K) Expense Allocator By Group:

RUCO Allocated Payroll by District

Payroll 401(K) Expense:

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Ajo System
Schedule TJC-9

Page 3 of 3

302,744

2,452

RUCO Payroll 401(K) Expense Allocator by Group

RUCO payroll 401 (K) Expense Adjustment lu (ZU/)l

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Pavroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8. 12%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ago System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)

LINE
NO.

(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

Svstem

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Siena Vista
San Manuel
Oracle
Saddlebrook
Winkeiman
Miami

Subtotal

Western Group
Casa Grande
Stanfield
White Tank
Ajo
Coolidge

Subtotal

$

122
115

5
25

5
0

(338)
2,151 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

$

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)
(Q)

(62)
(393) $

1,839
17

126
49

(189)
1,842

1
2
3
4
5
e
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Norther Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(38)
(16)

(257) $

506
452
361
162
71

1,551

Total Company $ 6,201 $ (1,090) $ 5,111 (a)

REFERENCE

COLUMN (A)=
COLUMN (B);
COLUMN (C):

COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
COMPANY

RUCO
ADJUSTMENT

PER
RUCO

1 Cunenl Rate per Payroll Dollar

2 Pro Forma Payroll Dollars

a Pro Forma LTD - Total Company

4 Y/E Number of Customers

5 Pro Forma 2007 LTD - Spread

6 Increase I (Decrease)

$ 0.0036

s 11 ,095,569

$ 39,944

$ 83,825

$ 38,854

$ 6,201

s 302,744

$ 00036

$ 10,792,825

$ 38,854

$ 83,825

$ 38,854

$ 5,111

REFERENCE

COMPANY WORKPAPER _ "GROUP INSURANCE" TAB LTD

COMPANY WORKPAPER _ "GROUP INSURANCE)

LINE 1 X LINE 2

COMPANY WORKPAPER _ "GROUP INSURANCE)

COMPANY WORKPAPER _ "GROUP INSURANCE)

COMPANY WORKPAPER _ "GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ago System
Schedule TJC-1 t

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION
EXPENSE

$ 5 $

s,e97
8,675

1

276

802
3,208
3,015

83,008

25

88
4,881

1234,306
6,065

160,356
1 ,319,760

18,029
280,887
51,182
80,099

3,207
23,624

361
6,685
2,329
1 ,458

1,180

ACCOUNT

no .
301
302
303

310.1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390,1
391
393
394
395
396
397
398

Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures & lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission & Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE

47,181
10,659
45,100

241
10,587
34,921
3,246

30,384
826

(B)
COMPANY

PROPOSED
DEP. RATES

0.00%
See Acct. 111
See Acct. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.88%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See Acct. 108.2
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

3,008
12

423
1 ,746

216
2,027

28

$
(1)

2,206,240 $ 51 ,694

AMORTiZATION OF CONTRIBUTIONS (65,554) 2.00%
Rounding

TOTAL DEPRECIATION EXPENSE $

(1,311)

50,383

Company As Filed
Difference $

$

51,154
(771)

(771)RUCO Adjustment (See TJC-8, Column (B))

LINE

no .
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

3-Factor Allocator Bv District:
Superstition 24.94%
Bisbee 4.98%
Sierra Vista 2.58%
San Manuel 1.68%
Oracle 2.28%
Winkelman 0.22%
Miami 4.98%
Casa Grande 26.55%
Stanfield 0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W~01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

12

g
10
11

7

8

6

1
2
3
4
5

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Net Book Value Of Transportation Equipment

Calculation Of The Company's Full Cash Value:

Calculation Of The Company's Tax Liability:

Two Times Three Year Average Operating Revenues

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Company's Full Cash Value ("FCV')

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col (C)- Ln 8
Sch. TJC-7, Col (c). Ln 8
Sch. TJC-7, Col (E). Ln 8

Sum Of Lines 1, 2 8< 3
Line 4 / 3

Sum Of Lines 6, 8 8< 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5X2

$

$

$

$

470,994
470,994
510,802

1 ,452,789
484,263

(A)

Ago Sys tem

S c h ed u l e  T J c - 1 2

P age 1  of  1

$

$

$

$

(B)

960,925

968,526

(7,601)

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value $ 216,268

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

11.33%
0.00%

11.33%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tax On Parcel

$ 24,496

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 24,496

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 26,265

20 Decrease In Property Tax Expense Line 18 - Line 19 $ (1,769)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (1 ,769)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Ajo System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 0.81%

3 Ago System (Line 1 X Line 2) $ 2,430

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ B10

6

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

$

s

1,350

(540)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (540)

3-Factor Allocator By District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ajo System
Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION R E F E R E N C E AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (C). L28 + L22 + L23 $ 60,530

2

3

4

Operating Income Before Taxes

LESS:

Arizona State Tax

Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 21

Line 1 - Line 2 - Line 3 $

1,389
40,593
18,547

5
6

Federal Tax Rate

Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

16.00%

2,968

STATE INCOME TAXES:

7 Line 1 $ 80,530

8

9

Operating Income Before Taxes

LESS:

Interest Expense

State Taxable Income

Note (A) Line 21

Line 7 .. Line 8 $

40,593

19,936

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 1 ,389

$12

13

14

TOTAL INCOME TAXEXPENSE'

Federal Income Tax Expense

State Income Tax Expense
Total Income Tax Expense Per RUCO

Line 6

Line 11

Line12 + Line 13 $

2,968

1 ,389

4,357

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 4,055

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31 ) 893

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 (1,086)l

I18 RUCO State Income Tax Adjustment Line 13 - Line 16

l$

l$ 496

$19

20
21

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (sch. TJC-15 Col. (D), L1)
Interest Expense (L18 X L19) $

1,094,479

3.71%
40,593



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Ago System
Schedule TJC-15

Page 1 of 1

COST OF CAPITAL

(B) (D)
WEIGHTED

COST
RATE

LINE

NO. DESCRIPTION
DOLLAR

AMOUNT

CAPITAL

RATIO

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31 % 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization s 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References3
Columns (A) Thru (D): Testimony, WAR

(A) (C)

I

s.
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Arizona Water Company
Docket No. W~01445A.08-0440
Test Year Ended December 31, 2007

Coolidge System

TABLE OF CONTENTS TO TJC SCHEDULES

PAGE
no. TlTLE

TJC-1 1 & 2 REVENUE REQUIREMENTAND GROSS REVENUE CONVERSION FACTOR

TJC-2 1 RATE BASE

TJC-3 1

1 TO 7

1 TO 5

1 TO 5

TJC~4 DIRECT PLANT

TJC-4 PHOENIX OFFICE

TJC-4 METER SHOP

TJC-5 1

TESTIMONY

TJC-6 1 & 2

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RATE BASE ADJUSTMENT NO. 1 - PLANT a ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 - PLANT & ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 1 . PLANT &ACCUMULATED DEPRECIATION RECONCILIATION ADJUSTMENT

RATE BASE ADJUSTMENT no. 2 . REMOVE POST TEST-YEAR PLANT FOR PHOENIX OFFICE

RATE BASE ADJUSTMENT no. 3 - REMOVE PLANT AND RETIREMENTS INCLUDED IN RATE APPLICATION

RATE BASE ADJUSTMENT no. 4 - INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 5 . INTENTIONALLY LEFT BLANK

RATE BASE ADJUSTMENT no. 6 - WORKING CAPITAL AND LEAD/LAG STUDY

TJC-7 1

TJC-8

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTS

1 OF 3 OPERATING INCOME ADJUSTMENT no. 1 - PAYROLL EXPENSE

1

TJC-9

TJC-9 2 OF 3 OPERATING INCOME ADJUSTMENT no. 2

TJC-9 3 OF 3

TJC-10 1

TJC-11 1

OPERATING INCOME ADJUSTMENT no. 3

OPERATING INCOME ADJUSTMENT no. 6

OPERATING INCOME ADJUSTMENT no. 7

PAYROLL TAX EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

401(K) EXPENSE RELATED TO PAYROLL EXPENSE ADJ. #1

INSURANCE EXPENSE

TEST YEAR DEPRECIATION EXPENSE

TJC-12 1 OPERATING INCOME ADJUSTMENT no. 8 . PROPERTY TAX COMPUTATION

TJC-13 1 OPERATING INCOME ADJUSTMENT NO, 9 RATE CASE EXPENSE

TJC-14 1 OPERATING INCOME ADJUSTMENT no. 10 - INCOME TAX EXPENSE

TJC-15

SCH.
no.

1 COST OF CAPITAL
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Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System

Schedule TJC- 1

Page 1 of 1

REVENUE REQUIREMENT

LINE

no . DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Adjusted Original Casi/Fair Value Rate Base $ 4,318,206 s 3,455,162

2 Adjusted Operating Income (Loss) $ 276,633 $ 313,031

3 Current Rate of Return (L2 /LI) 6.41% 906%

4 Required Operating Income (L5 X L1) $ 423,800 $ 269,792

5 Required Rate of Return on Fair Value Rate Base 9.81% 7.81 %

6 Operating Income Deficiency (LE . L2) $ 147,168 $ (43,239)

7 Gross Revenue Conversion Factor (TJC-1, Page 2) 1 .6286 1 .5537

8 Required Increase inGross Revenue Requirement (L7 X LE) $ (67,182)1

9 Ad]usted Test Year Revenue $ 2,214,952 $ 2,214,952

10 Proposed Annual Revenue (LB + LE) $ 2,454,634 $ 2, 147,770

11 RequiredPercentage Increase in Revenue (LB / LE) 10.82% -3.03%

12 Consolidated Revenue Adjustment (Casa Grande/Coolidge/Starnfield) $ 321,431 s

13 Required Increase in Gross Revenue Under Company Proposed Consolidation $ 561,113 $

14 Required Revenue Under Company Proposed Consolidation $ 2,776,111 $

15 Required Percentage Increase in Revenue Under Company Proposed Consolidation 25.34%

16 Rate of Return on Common Equity 12.40% 8.33%

References:
Column (A): Company Schedules AS and C-1
Column (B); RUCO Schedule TJC-2, TJC-7, and TJC-15

I



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

1 .0000
0.3564
0.6436

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(L1 /LE) 1,5537 I

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (L6 + LE)

t00.0000%
6.9680%

93,0320%
30.8190%
28.6715%
35.6395%

11
12
13

$ 269,792
313,031

Required Operating Income (Sch. TJC-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. TJC-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ (43,239)

14
1 5
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31) 78,435
Income Taxes On Test Year Revenue (Col. (D), L32) 102,378
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

(23,943)

(67,182)

RUCO
Recommended
$ 2,147,770

1,799,543
128,149
220,078
6.9680%

$

$ 15,335

1 8
1 9
20
21
22
2 3
24
2 5
26
27
28
29
30
31

$
$
$
$
$
$

204,743
7,500
6,250
8,500

40,850

CALCULATION OF INCOME TAX-
Revenue (Sch, TJC-1, Pg 1, Col. (B), L12)

Operating Expense Excluding Income Tax (TJC-7, Col. (E), L27 - L22 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 .. L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax on 5th Inc. Bracket ($335,001 -$10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal and State Income Tax (L23 + L30)

$
$

63,100
78,435

32
33

Test Year Combined Income Tax, RUCO as Adjusted (TJC-7, Col. (C), L22 + L23)
RUCO Adjustment (L31 - L32) (See TJC-6, Col. (D), L23)

$
$

102,378
(23,943)

34 Applicable Federal lrlcome Tax Rate (Col. (D), L30 / Col. (C), L24) 30.82%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. WAR-2, Col. (C), L17)
Weighted Avg. Cost of Debt (Sch. TJC-16, Col. (F), LI )
Synchronized Interest (L35 X L36)

I

$

3,455,162
3.71%

128,149



Arizona Water Company
Docket No. W-014-45A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-2

Page 1 of 1

RATE BASE . ORIGINAL cosT

LINE
NO. DESCRIPTION

(A)
COMPANY
AS FILED

OCRB/FVRB

(B)
R u c o

OCRB/FVRB
ADJUSTMENTS

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ $ $1
2
3
4
5
6
7

Plant Classification
intangible Plant
Source of Supply Plant
PumpingPlant
WaterTreatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Plant in Service

(858,324)

$

42,011
2,098,977
1,400,953

845,417
11,910,083

752,698
17,080,139 $

(6,327)
(862,S51 ) $

42,011
1,242,653
1,400,953

845,417
1 1,910,083

756,371
18,197,488

8
9

Accumulated Depreciation
Net Utility Plant in Service (Sum L1 & L2) $

(3,207, 11 a)
13,853,022 $

51,981
(810,670) $

(3,155,137)
13,042,352

10 Advances in Aid Of Const. $ (7,214,952) $ $ (7,214,952)

11
12
13

$ $Contribution in Aid of Const.
Accumulated Amortization of CIAC

NET CIAC (L5 + LE) $

(1,544,697)
145,424

(1,399,273) $

$

$

(1,544,697)
145,424

(1,399,273)

14 Deferred Income Tax $ (1,009,996) $ (1,009,996)

15 Allowance for Working Capital $ 89,405 $ (52,375) $ 37,031

16 Net Regulatory Asset/ (Liability) $ $ $

17
18

Rounding
TOTAL RATE BASE (Sum L's 3, 4, & 7 Thru 16)

$
$ 4,318,206

$
$

- as
(863,045) $ 3,455,162

References:
Column (A): Company Schedule B-1
Column (B): Schedule TJC-3
Column (C): Column (A) + Column (B)
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$ (6,327)

21133

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-5

Page 1 of 1

EXPLANATION OF RATE BASE ADJUSTMENT no. 2
POST TEST-YEAR PLANT _ PHOENIX OFFICE

(B) (C) (D)

LINE
no.

(A)
COMPANY
ADJUSTED
TY PLANT

8 34
17,594
24,384
47,273
2,931

POST TY
ADDITIONS

$

REMOVE
PTY PLANT

$

2,048,773
25.684
17,055

1 ,338,188
20,026

166,564
678,853

290,293
7,510,051

109,774
2,584,542

508,592
906,830

ACCT

N O.
301
302
303

310. 1
310 _ 3
310 .4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390. 1
391
393
394
395
396
397
398

ACCOUNT NAME
Organization
Franchises
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures 8< lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission 8. Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment

Warehouse Equipment
Tools, Shop 84 Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding

120,057

3-FACTOR

ALLOCATOR
5.27%
5.27%
527%
5.27%
5.27%
5.27%
527%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%
5.27%

6,327

TOTAL PTY WATER PLANT

106,697
121,261
334,337

6,941
88,181
12,232
15,093
68,377
9,558

(2)
17,060,139
17,060,139

$ 120,057
120,057

$ 6,327
6,327Company As Filed

Difference

$
33
$ s $

RUCO PTY Plant Adjustment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

RUCO PTY Accumulated Depreciation Plant Adjustment

References:
Column (A): Company Schedules B-2
Column (B): Post Test Year Phoenix Office Plant Allocation
Column (C): 3-Factor Allocator
Column (D): Adjustment



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-6

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1

2

3

$ Company Schedule B-5, PG. 1
RUCO Schedule WAR-5, Page 2

Line 2 - Line 1

Working Cash Requirement Per Company
Working Cash Requirement Per RUCO
Adjustment $

8,965
(43,410)
(52,375)

4
5
6

$ 25,027
25,027

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 .. Line 4

Material and Supplies Inventories Per Company
Material and Supplies Inventories Per RUCO
Adjustment $

7
8
g

$ 27,110
27,110

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 8 - Line 7

Required Bank Balances Per Company
Required Bank Balances Per RUCO
Adjustment $

10
11
12

Prepayments & Special Deposits Per Company
Prepayments & Special Deposits Per RUCO
Adjustment

28,304
28,304

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 11 - Line 10

13 TOTAL ADJUSTMENT (See TJC-2, Column (K))

$

$

$ (52,375) Sum of Lines 3, 6, 9 & 12



Arizona Water Company
Docket No. w-01445A-08-0440
Test Year Ended December 31, 2007

LINE
no.

21

22

20

24

25

23

27

28

26

17
18

16

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

19

RUCO reviewed several invoices from a number of companies with terms ofnet30 days,

Expense Lag Days Used in the Last Western Group Rate Case.

ADJUSTMENT

Difference

Operating Expenses
Purchased Power
Payroll
Purchased Water
Chemicals
Property & Liability insurance
Workman's Compensation Insurance
Health Insurance
Other Operating 8. Maintenance Expenses
Federal Current Income Taxes
State Current Income Taxes
FICA Taxes
FUTA & SUTA Taxes
Property Taxes
Registration, Svc. Contracts, & Misc. Fees
Retirement Annuities (401k)

Synchronized Interest
Cost of Equity

Expense Lag

Revenue Lag

Net Lag

Cash Working Capital

Company As Filed

RUCO Adjusted Expenses

Total

Subtotal

Subtotal

DESCRIPTION

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 .. CONT'D
LEAD/LAG DAY SUMMARY

Line 19 X Line 20 / 365 Days

Co. Schedule B-6, Page 1

Company B-5 Schedules

Line 17, Col. (E) /(C)

Line 18 - Line 17

Line 21 - Line 22

Col. (c), Line 16

$

$

$

$

(A)
COMPANY
EXPENSES
AS FILED

2,012,291

1,588,491

423,800

160,158
263,642

10,428
15,743
7,870

131,493
338,524
135,816
29,919
35,397

847
151 ,ass
30,535
43,402

192,581
464,280

Line 27 $

RUCO
ADJUSTM'TS

$

$

$

$

$

$ 1 ,592,967

(295,651)

(419,324)

(32,009)
(263,642)

(123,673)

(B)

(52,375)

(43,410)

(52,375)

(62)
(8,783)

(72,716)
(14,584)
(1,858)

(15,955)

(1,348)

(8,367)

40.81

8,965

30.86

(9.95)

(C)
RUCO

EXPENSES
AS ADJUSTED

$

$

$

$

1,592,967

1 ,464,818

128,149

10,428
15,743
7,870

131,431
329,741
63,100
15,335
33,539

847
143,289
30,535
42,054

128,149

192,581
448,325

(LEAD)/LAG
DAYS

(D)

20.43
(45.27)
(46.50)
(8.92)

37.00
37.00
14.00
83.10

212.00
(98.83)
34.72

91.25

Coolidge System
Schedule TJC-6

Page 2 of 2

4

$ S5,003,544

$ 11,693,579

$ 11,693,579

$

DOLLAR
DAYS

53,309,965

213,007
(712,686)
(365,955)

(1,172,367)
9,892,230
2,334,693

567,397
469,540
70,386

30,377,325
(3,017,774)
1,460,104

6,917,510
6,276,555

(E)

References:
Column (A): - Company Schedule B-5
Column (B): RUCO Operating Income Adjustments (See Schedule TJC-7 )
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-5
Column (E): Column (C) X Column (D)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-7

Page 1 of 1

OPERATING INCOME

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO

PRQPD
CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4
5
6

Operating Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ $ $ $ $

$

1,458,989
609,270

8,657
1,673

84,784
2,163,372 $ $

1,458,989
609,270

8,657
1,673

84,784
2,163,372 $

(35,509)
(35,321)
(1 ,996)
5,952
(262)

(67,136) $

1,423,481
573,948

6,660
7,625

84,521
2,096,235

7
8

Miscellaneous
Total Operating Revenues

$
$

51,580
2,214,952

$
$

$
$

51 v580
2,214,952

$
$

(45)
(67,182)

$
$

51 ,534
2,147,770

$ $ $ $ $g
10
11
12
13
14
15
16
17
18
19
20

10,262 10,262 10,262

Operating Expenses
Source of Supply Expenses:

Purchased Water
Other

Pumping Expenses:
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission & Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative & General Expenses

Total Operations & Maintenance Expense $

192,581
878

64,710
33,911

285,973
267,290

890
378,361

1234,856 $
(20,878)
(20,878) $

192,581
878

64,710
33,911

285,973
267,290

890
357,483

1,213,978 $ $

192,581
878

64,710
33,911

285,973
267,290

890
357,483

1,213,978

21 Depreciation & Amortization Expenses $ 426,056 $ (34,454) $ 391,602 $ $ 391,602

22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

S $ $ $ (19,262)
(4,681)

$

$

60,002
13,218

151,656
52,532

277,407 $

22,360
6,798
(8,367)
(1 ,B58)
18,933 $

82,362
20,016

143,289
50,673

296,340 $ (23,943) $

63,100
15,335

143,289
50,673

272,397

27
28

Total Operating Expenses
Operating Income

$
$

1,938,319
276,633

$
$

(36,398)
36,398

$
$

1,901,921
313,031

$
$

(23,943)
(43,238)

$
$

1,877,978
269,792

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
TJC-8, Columns (B) Thru (I)
Column (A) + Column (B)
TJC-1
Column (C) + Column (D)



Nno1 N
ca1"

N
ca
KDf".

_I...
en" cm" m"
LT  c a
~a_ co
1*
v b

o> Q l* M 8  N
co 1- m I- r-
o> N m LD r if:

1- 8 Qv)
m

N
an

C Nm LDLf: m_
WE 1-
n.N

as 9

1-coca1-¢'>oa¢4 mm|--.-1-r-.o>cr><x:r-lnucsl--o>o>ncowlo1
N dm\n1-- |..gqcm eommfn 41+-1- non " f

1-
m
com

N co O) Vt Q(D1- M P* Wgr; Q N ¢.C Y)
RuQ ¢"} C Qco N 4 mf: m1- N

T* 1-
N m
cm_ a
r' m
Q 1-
ca_ m

ECO?"

*39,"62:-I--*
(D m G)

83 9"UEvil

90» -
up
3 <'re< GO

1-
ea ea ea he en

1-CVS
g m I I | I I I \ I I I I I I I I I I I I

3 m(D m("}r-
to(DN

on
Lf)| | -
ofN

m do
LD ID

U)mN NQW>¢2EcrJ
204
- .|Z*-a
4

44 us as 69 GO aa $19 £4

| I | u u I r | |  ,b l
lb:
-n
lm

mLLlLu
623
2  o L u

838%
88"

an pa w a»1 ea so anon

I | | \ I I | I | I I I I I | I I I I I

/ - .
r-
40

I et:
m

- 7

|*-
co
m
ea

!"- r-
o m
et) m
an au

" rO
,`2 E><:3?-&<EQ*

38< iv in vb 04 Ur ea vb ask:

| | I I I I | I I 4 | | I I | I |
3
**L

8
I I | r |

vs:nounwrwr
1lwrn m

r_z
O- mOi-00

,__Z 82
£P 88Ecce

3&Lu
-r o in H GO U! (B vo as an

,-
N N
m noI | | | I | | I I l I I I I I l I

IN N(0 go
1 - I I | | I

1°u.lQ W
0 2 0 )

, ~ z < z
(Db-11!-1
- E D

894,
< - v i in 6969 69 an as 68 as 99

at of53m
283

u__,|- .3
D O<3

u s | I | | | I I I I I
¢ql."q¢q
* i-* |-*4-ooo
.-nm

mumN O NCLEL.£L

D. U! 69 an me vs as 09 8%

cncncn
6454.5
1-1-1-

K
902.u.
0-»9LUZ01-~»»-<5
§w85
<89

>o'*'oMr

I I I | r I I I I | I I I I I I a I I I I | I I I I

2.9.2: :s 3cso-um ea G).cc .::0 u u
VJ U) en

£8358
55553

in ea 0909 an an 9+ en £9 can

333 33333
.3333§33333
é3333 3n3

§
158
3833
38
g t
33
82

85
gr:
01

I I | I I I c I

ma:.33
"-:

l I 1 | | I

m 93

3  8
° 1-

m

d 24
, - . . 2  Q z
o r - - L L I

-,we
a LLI
< to 89 8999 89 in (19 QS he Una

I I I r I I I \

-.
m on
LD m| I | Q @
1- 1--

m  t o
:Ra ID
m an
1° 1*
\-

~§ LuO"¢/;
,~Z;,'z
8 08:my

3 ILu'la - en HE in 99 £9 89 49

I I

p-
l.n m
LD m| I | | \ l I m m
LD m
r~ v-*iv

I I I 4 I I

.--
10 m
Lm In
U) 01
m 1411- Qu

1' UJ
OzzyZOZ

3l-aa1.ESxo LIJ
< UP an Ur in 40 69 4-» an

3 of1-
*"lN

u m

a:1.0u'a>
u:

NiD| N
D1- ofQ)1-

1-@l:l1-l")CI@*(DTl*-u-I-tG)I@CCLDunmr-aaaanauarco
89% 335;8 t*| cIQ

cumPM¢-Hn
mmgel*Q N

$8§Eu.
QV)
Q (

@@I.-("q§tqmr.Lnr-. r-0:ncocor-rf:
mmm.-wef>o mm

w - -
I ' CO
i n a s <0

1-
an

mLD
qsoNwe

9 <9

nm¢or~4r-CI1-LD("}C)a n _¢c:\n_v
a m 1 -n r -<01-L|"i\O|"-1- N

in 04

Eg8é8
E'3§-.41§
3§338§§9~3

0
m•1 c

8 an
c 3
°*l.u

:n
Q
cm
r:

*
s:

2
Q
t-
8
cc
o
Ia
LU
O

an•

o -  NN .5 N Lo

bi
G)
Lm
o
9 L..

mm ea
9 N
cm Q.3 QS3  uQ.>< cm

ea 3 m97 Q N
5449

LT
m
in
5
3 3
l.u 8UI Q m

0 Q &
Q 4
4: 8 Lu
QE UPan c
E D

c.
o
To
.u
t:
o
E
=<
of

was

r-QONo  -1-
m

a mCOD>£ 9 E
cu<1Z<DQ1IJ 8

q§~=.rr:1
O  0 3

12.3(U

33.3
s 8-iin:'§ " 3
3488888
Exo5§5§

| -

n E?
4" \8 SE- § 53 38

§"'s=".§§s2s» 2 .§§°6§°"5s§é§ 8
sq ea

I -
gr) Li l

£ 8W m

0a
o

w
ea
J
C
eaan >

8  8 :
as M
C cmN  C
3 4-
D  E
LT 0
E Q .

O
E
o

|-
D|-

:
o
Z
EO
U)L.
Q.
11
a

w
m
><m

1-8pal-¢n
E TOQEW

E E E 3a.I¢1*Qq;><
®n.»...»_*-|-w 4 -(0
t- 5|-

m
ea
1.0
0)
Qxlll m
UP E
C O

N E
4*mQ. :QQ:
-  EmsmQ D.
» - o

c
Lu

3o~Zhu
8*as;'-
.488an<09-

LU .
z  O
_ , z

r N et: we m ea l--as ¢,c:»1-r\l¢*:~a-Ln<ol-~mo><:1- - 1 - ghllt!pl'wyv(\* 1-
N

N f"l W LD coN N N N N r- co
N  N

I



Tb l'lb,9bb)

Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-9

Page 1 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1
PAYROLL EXPENSE

LINE
no. DESCRIPTION

(A)
PER

RUCO DR 1.11.d

Normalize Over-Time Over 4 Years:
2005 OT Hours
2006 OT Hours
2007 OT Hours
2008 OT Hours

15,008.5
18,080.0
28,132.5
17,530.0

Total OT Hours for 2005 -
Divided by 4 Years

2008 78,751.0
4

See NOTE

Normalized Level of OT Hours/Yr.

OT Hours in Test Year

Amount of Abnormal TY OT Hours

Multiplied by Average OT Hrly. Rate

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Adjustment

$

19,687.8

28, 132.5

8,444.8

35.85

302,744

5.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%

26.55%
0.27%

0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Calculation Notes:
Average of Hourly Rate
OT Hourly Rate 1.5

$ 21.65
32.48

NOTE: The Company calculated the average hourly rate for overtime in response to data request
All-11 .6 to be $35.85, RUCO accepts that rate in making its payroll adjustments.



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31. 2007

Coolidge System
Schedule TJC-9

Page 2 of 3

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
PAYROLL TAX EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

LINE
(A)

PER
RUCO DR 1.11.dDESCRIPTION

$ 302.744

5.27%

15.955

1
2
3
4
5
6
7
8
9

10
11

$

1 3
14
1 5
1 6
17
1 8
1 9
2 0
21
22
23
2 4
25
26
27
28
2 9
3 0
31
32
3 3
3 4
3 5
3 6
37
3 8
3 9
4 0
41

Pavroll Tax Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

RUCO Allocated Payroll by District

Pavroll Tax Expense Allocator Bv Group:

RUCO Payroll Tax Expense Allocator by Group

RUCO payroll Tax Expense Adjustment l:1>

11.65%

l'l,6b6)l

Pavroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

7.47%
11.65%
15.90%



Arizona Water Company
Docket No. W-01445A~08-0440
Test Year Ended December 31, 2007

LINE
no.

Pavroll 401 (K) Expense:

Total Abnormal OT Dollars in TY

3-Factor Allocator Per District

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3
PAYROLL 401(K) EXPENSE ASSOCIATED WITH RUCO ADJUSTMENT 1

DESCRIPTION

$

$

(A)
PER

RUCO DR 1.11.d

Coolidge System
Schedule TJC-9

Page 3 of 3

302,744

RUCO Allocated Payroll by District

Pavroll 401 (K) Expense Allocator BV Group:

RUCO Payroll 401 (K) Expense Allocator by Group

RUCO Payroll 401 (K) Expense Adjustment l=l>

8.45%

(1 ,$4zs)l

1
2
3
4
5
6
7
8
9

1 0
1 t
1 2
1 3
14
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
32
3 3
34
3 5
36
37
3 8
3 9
4 0
4 1

Payroll Tax Expense Allocator By Group:
Eastern Group
Western Group
Northern Group

8.39%
8.45%
8.12%

15,955



Arizona Water Company
Docket No w-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 6
INSURANCE EXPENSE

(B)(A)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY

PER COMPANY
RUCO

ADJUSTMENT

(C)
INCREASE/

(DECREASE)
LONG-TERM
DISABILITY
PER RUCO

System

Eastern Group
Superstition

Apache Junction
$ 2,224 $ (273) $ 1 ,950

Superior
Bisbee
Sierra Vista
San Manuel
Oracle
Saddlebrook
Winkelman
Miami

Subtotal $

122
115

5
25

5
0

(338)
2,157 $

(45)
(38)
(20)
(20)

(0)
(2)

(40)
(439) $

77
77

(16)
5
4

(2)
(378)

1,718

Western Group
Casa Grande
Stanfield
White Tank
Ago
Coolidge

Subtotal $

2,137
20

148
58

(127)
2,235 $

(298)

(3)
(22)
(9)

(62)
(393) $

1 ,839
17

126
49

(189)
1,842

LINE
NO

1
2
3
4
5
B
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Northern Group
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

Subtotal $

570
507
445
199
87

1 ,809 $

(65)
(55)
(84)
(go)
(16)

(257) $

506
452
361
162
71

1,5s1

Total Company $ 6,201 $ (1 ,O90) $ 5,111 (a)

REFERENCE

COLUMN (A):
COLUMN (B):
COLUMN (c):

COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD
COMPANY WORKPAPER "GROUP INSURANCE" TAB LTD

NOTES:

(a) CALCULATED AS FOLLOWS: PER
RUCO

PER
COMPANY

RUCO
ADJUSTMENT REFERENCE

0.0036 0.0036 COMPANY WORKPAPER . "GROUP !NSURANCE" TAB LTD

$ 302,744 COMPANY WORKPAPER . "GROUP INSURANCE)

LINE 1 x LINE 2

1 Current Rate per Payroll Dollar $

2 Pro Forma Payroll Dollars $

3 Pro Forma LTD - Total Company $

$

$

s

4 Y/E Number of Customers

5 Pro Forma 2007 LTD - Spread

11 ,095,569

39,944

83,825

38,854

6,201

$

s 10,792,825

s 38,854

$ 83,825

$ 38,854

$ 5,111e Increase/(Decrease)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . "GROUP INSURANCE)

COMPANY WORKPAPER . 'GROUP INSURANCE)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31 , 2007

Coolidge System
Schedule TJC-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
TEST YEAR DEPRECIATION EXPENSE

LINE

(A)
RUCO
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
$ $34

17,594
24,384
47,273
2,931

704
1,654

37,3241,192,449
25,684
14,241

1,341,002
20,026

407
78,851

801

166,564
678,853

4,164
19,415

ACCOUNT

no .
301
302
303

310. 1
310.3
310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390

390.1
391
393
394
395
396
397
398

290,293
7,510,051

109,774
2,584,542

508,592
906,830

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%

See Acct. 111
See And. 111

0.00%
0.00%

See Acct. 111
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

See And. 108.2
6.57%
5.00%
4.00%
5.00%
6.67%
6.87%
3.33%

5,806
134,430

2,195
61,512
23,141
16,504

Organization
Franchises
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & lmprm'ts
Electtric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures 8. lmprm'ts
Water Treatment Equipment
Transmission and Distribution Land
Storage Tanks
Transmission 8. Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Rounding
TEST YEAR GROSS PIJ\NT AND DEPRECIATION EXPENSE

2,667
670

21,878
347

3,527
512

1,007
4,561

318

S

106,697
121,281
328,010

6,941
88,181
12,232
15,093
68,377
9,558

(2)
16,197,488 5 422,496

AMORTIZATION OF CONTRIBUTIONS (1,544,697) 200%
Rounding

TOTAL DEPRECIATION EXPENSE $

(30,894)

391,602

Company As Fired
Difference $

s

426,056
(34,454)

RUCO Adjustment (See TJC-8, Column (B)) (34,454)

District:

n o .
1
2
3
4
5
6
7
8
9

1 0
11
1 2
1 3
1 4
1 5
1 6
1 7
18
19
2 0
21
22
23
24
2 5
26
27
28
2 9
3 0
31
3 2
3 3
3 4
3 5
36
3 7
38
3 9
4 0
41
4 2
4 3
4 4
4 5
4 6
4 7
4 8
4 9
50
51
52
53
54

3-Factor Allocator Bv
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1 .GB%
2.2B%
0.22%
4.98%
26.55%
0.27%

White Tank
Ago
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rimrock

2.37%
0.81%
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

LINE

no.

12

9
10
11

i s
14

7
8

1
2
3

4
5

6

ADD:
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% of CWIP

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Net Book Value Of Transportation Equipment

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

Calculation Of The Company's Tax Liability:

Calculation Of The Company's Full Cash Value:

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Two Times Three Year Average Operating Revenues

Company's Full Cash Value ("FCV")

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 8

PROPERTY TAX COMPUTATION

Sch. TJC-7, Col (c), Ln 8
Sch. TJC-7, Col (C). Ln 8
Sch. TJC-7, Col (E), Ln 8

Sum Of Lines 1, 2 & 3
Line 4 / 3

Sum Of Lir\es 6, 8 & 11

Company Workpapers
Company Workpapers

Line 9 + Line 10

Company Schedule E
Line 7 X 10%

REFERENCE

House Bill 2779
Line 12 X Line 13

Line 5 X2

$

$

$

$

1,162,729

2,214,952
2,214,952
2,147,770
6,577,673
2,192,558

(A)

Coolidge System
Schedule TJC-12

Page 1 of 1

$

$

$

$

4,431 ,741

4,385,115

(B)

116,273

(69,647)

$ 99?,142

15
16
17

Company Workpapers
Company Workpapers

Line 15 + Line 16

14.37%
0.00%

14.37%

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability
Property Tax
Tec On Parcel

$ 143,289

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 143,289

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 151,656

20 Decrease In Property Tax Expense Line 18 - Line 19 s (8,367)

21 RUCO Adjustment (See TJC-8, Column (C)) Line 20 $ (8,367)



Arizona Water Company
Docket No. W-01445A-08-0440
Test Year Ended December 31, 2007

Coolidge System
Schedule TJC-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 9

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 500,000 $ (200,000) $ 300,000

2 Allocation Factor 527%

3 Coolidge System (Line 1 x Line 2) $ 15,810

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense (Line 3 / 3 Years) $ 5,270

6 $

$

8,783

7

Company Rate Case Expenses As Filed (Company Sch. C-2)

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) (3,513)

8 RUCO Adjustment (Line 7) (See TJC-8, Column (E)) $ (3,513)

3-Factor Allocator Bv District:
Superstition
Bisbee
Sierra Vista
San Manuel
Oracle
Winkelman
Miami
Casa Grande
Stanfield

24.94%
4.98%
2.58%
1.68%
2.28%
0.22%
4.98%
26.55%
0.27%

White Tank
Ajo
Coolidge
Lakeside
Overgaard
Sedona
Pinewood
Rim rock

2.37%
0.81 %
5.27%
6.20%
3.99%
8.45%
2.95%
1.48%
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Coolidge System

Schedule TJC-14

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 10

INCOME TAX EXPENSE

(A) (B)
LINE

no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. TJC-7, Column (C). L28 + L22 + L23 $ 415,409

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

FederalTaxable Income

Line 11
Note (A) Line 21

Line 1 - Line 2 - Line 3

20,016
128,149
267,244

5
5

Federal Tax Rate
Federal Income Tax Expense

Sch. TJC-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

30.82%
82,362

STATE INCOME TAXES:

7 Line 1 $ 415,409

8
g

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 21
Line 7 - Line 8 $

128,149
287,260

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 20,016

Line 6
Line 11

Line12 + Line 13

$12
13
14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

82,362
20,016

102,378

15 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 60,002

16 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) 13,218

17 RUCO Federal Income Tax Adjustment Line 12 - Line 15 22,360

18 RUCO State Income Tax Adjustment Line 13 - Line 16

I
6,798 I

19
20
21

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. TJC-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. TJC-15 Col. (D), LI)
Interest Expense (L18 X L19) $

3,455,162
3.71%

128,149
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Schedule TJc-15

Page t of t

COST OF CAPITAL

(A) (B) (C)

LINE
no. DESCRIPTION

DOLLAR

AMOUNT

CAPITAL

RATIO

COST

RATE

(D)
WEIGHTED

COST
RATE

1 Long-Term Debt $ 75,000,000 50.76% 7.31% 3.71%

2 72,744,646 49.24% 8.33% 4.10%

3

Common Equity

Total Capitalization $ 147,744,646 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL 7.81%l

References:
Columns (A) ThnJ (D): Testimony, WAR

l
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1 INTRODUCTION

2

3

4

5

Please state your name, occupation, and business address.

My Name is William A. Rigsby. I am a Public Utilit ies Analyst V employed

by the Residential Util ity Consumer Off ice ("RUCO") located at 1110 W.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

Please describe your qualif ications in the f ield of util it ies regulation and

your educational background.

I have been involved with utilities regulation in Arizona since 1994. During

that period of t ime I have worked as a ut i l i t ies rate analyst for both the

Arizona Corporation Commission ("ACC" or "Commission") and for RUCO.

l hold a Bachelor of Science degree in the f ield of f inance from Arizona

State University and a Master of Business Administration degree, with an

emphasis in account ing, from the University of Phoenix. l  have been

awarded the professional designation, Cert if ied Rate of Return Analyst

("CRRA") by the Soc iety of  Ut i l i t y and Regulatory Financ ial  Analys ts

("SURFA"). The CRRA designation is awarded based upon experience

and the successful completion of a written examination. Appendix l, which

is attached to my direct testimony on operating income further describes

my educational background and also includes a list of the rate cases and

regulatory matters that I have been involved with.

22

23

A.

A.

Q.

Q.

1
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1

2

3

4

5

6

7

8

What is the purpose of your testimony?

The purpose of my testimony is to present recommendations that are

based on my analysis of Arizona Water Company's ("AWC" or the

"Company") application for a permanent rate increase ("Application") for

the Company's statewide Water operations. AWC filed the Application

with the Arizona Corporation Commission ("ACC" or "Commission") on

August 22, 2008. The Company has chosen the operating period ended

December 31, 2007 for the test year ("Test Year") in this proceeding.

9

10

11

Please explain your role in RUCO's analysis of AWC's Application.

reviewed AWC's Application and performed a cost of capital analysis toI

12 determine a fair rate of  return on the Company's invested capital. In

13

14

15 The

16

addit ion to my recommended capital structure, my direct test imony wil l

present my recommended costs of common equity and my recommended

cost of long-term debt (AWC has no preferred stock).

recommendations contained in this test imony are based on information

17

18

19

obtained f rom Company responses to data requests ,  the Company's

Application and from market-based research that I conducted during my

analysis.

20

21

22

23

A.

A.

Q.

Q.

2
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1

2

3

4

Were you also responsible for conducting an analysis on the Company's

proposed revenue level, rate base and rate design?

l have filed, under separate cover, direct testimony on the operating

income issues associated with AWC's application. RUCO witness

5

6

Timothy J. Coley will provide direct testimony on the rate base issues in

the case and RUCO witness Rodney L. Moore will file direct testimony on

7 RUCO's recommended rate design on Friday, June 26, 2009.

8

9

10

What areas will you address in your testimony?

I will address the cost of capital issues associated with the case.

11

12

13

Please identify the exhibits that you are sponsoring.

I am sponsoring Schedules WAR-1 through WAR-9.

14

15 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

16

17

18

19

20

21

22

23

Briefly summarize how your cost of capital testimony is organized.

My cost of capital testimony is organized into seven sections. First, the

introduction I have just presented and second, the summary of my

testimony that I am about to give. Third, I will present the findings of my

cost of equity capital analysis, which utilized both the discounted cash flow

("DCF") method, and the capital asset pricing model ("CAPM"). These are

the two methods that RUCO and ACC Staff have consistently used for

calculating the cost of equity capital in rate case proceedings in the past,

A.

A.

A.

A.

Q.

Q.

Q.

Q.

3
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1

2

3

4

5

6

7

8

9

and are the methodologies that the ACC has given the most weight to in

sett ing al lowed rates of  returns for ut i l i t ies that operate in the Arizona

jurisdiction. In this third section l will also provide a brief overview of the

current economic climate within which AWC is operating. Fourth, I will

discuss my recommended cost of long-term debt. Fifth, l will compare my

recommended capi ta l  s t ruc ture w i th  the Company-proposed capi ta l

structure. Sixth, I will explain my weighted cost of capital recommendation

and  s ev en t h ,  l  w i l l  c om m en t  on  AW C' s  c os t  o f  c ap i t a l  t es t im ony.

Schedules WAR-1 through WAR-9 wi l l  prov ide support  for my cost  of

10 capital analysis.

11

12 Please summarize the recommendations and adjustments that you will

13

14

address in your testimony.

Based on the results of my analysis of AWC, I am making the following

15 recommendations:

16

17

18

Cost of Equity Capital - I am recommending an 8.33 percent cost of equity

capital. This 8.33 percent figure is based on the results that I obtained in

19

20

21

my cost  of  equi ty analys is ,  which employed both the DCF and CAPM

methodologies. My 8.33 percent cost of equity capital is 407 basis points

lower than the 12.40 percent cost of equity capital being proposed by the

22 Company.

23

A.

Q.

4
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1

2

3

Cost of Long-Term Debt - I am recommending that the Commission adopt

the Company-proposed 7.31 percent cost of long-term debt. This is based

on my review of the costs associated with AWC's various bond issuances.

4

5 Capital Structure

6

7

I am recommending that the Commission adopt the

Company-proposed capital structure comprised of 50.76 percent long-

term debt and 49.24 percent common equity.

8

9 Weighted Average Cost of Capital -  Based on the resu l ts  o f  my

10

11

12

recommended capital structure, cost of common equity, and long-term

debt analyses, I am recommending a 7.81 percent weighted average cost

of capital for AWC. This figure represents the weighted cost of my

13 recommended costs of long-term debt and common equity. My

14

15

recommended weighted average cost of capital is 200 basis points lower

than the 9.81 percent weighted average cost of capital being proposed by

16 the Company.

17

18

19

20

Why do you believe that your recommended 7.81 percent weighted

average cost of capital is an appropriate rate of return for AWC to earn on

its invested capital?

21

22

23

The 7.81 percent weighted average cost of capital figure that I am

recommending meets the criteria established in the landmark Supreme

Court cases of Bluefield Water Works & Improvement Co. v. Public

A.

Q.

5
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1

2

3

4

5

Service Commission of West Virginia (262 U.S. 679, 1923) and Federal

Power Commission v. Hope Natural Gas Company (320 U.S. 391, 1944).

Simply stated, these two cases affirmed that a public uti l i ty that is

efficiently and economically managed is entitled to a return on investment

that instills con19dence in its financial soundness, allows the utility to attract

6 capital, and also allows the utility to perform its duty to provide service to

7 ratepayers. The rate of  return adopted for  the ut i l i t y should also be

8 comparable to  a re turn that  inves tors  would expec t  to  receive f rom

9 investments with similar risk.

10

11

12

13

14

15

The Hope decision allows for the rate of return to cover both the operating

expenses and the "capital costs of the business" which includes interest

on debt and dividend payment to shareholders. This is predicated on the

belief that, in the long run, a company that cannot meet its debt obligations

and prov ide i ts  shareholders with an adequate rate of  return wi l l  not

continue to supply adequate public utility service to ratepayers.

16

17

18

19

20

Do the Bluefield and Hope decisions indicate that a rate of return sufficient

to cover all operating and capital costs is guaranteed?

No. Neither case guarantees a rate of return on utility investment. What

the Bluefield and Hope decisions do allow, is for a utility to be provided

21 with the opportunity to earn a reasonable rate of return on its investment.

22

23

That is to say that a utility, such as AWC, is provided with the opportunity

to earn an appropriate rate of return if the Company's management

A.

Q.

6
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1

2

exercises good judgment and manages its assets and resources in a

manner that is both prudent and economically efficient.

3

4 COST OF EQUITY CAPITAL

5

6

7

8

9

10

11

What is your final recommended cost of equity capital for AWC?

I am recommending a cost of equity of 8.33 percent. My recommended

8.33 percent cost of equity figure represents the 8.33 percent mean

average of the results of my DCF and CAPM analyses, which utilized both

a sample of publicly traded water providers and a sample of publicly

traded natural gas local distribution companies ("LDC"). This calculation is

exhibited on page 3 of my Schedule WAR-1 _

12

13 Discounted Cash Flow (DCF) Method

14

15

16

17

18

19

20

21

Please explain the DCF method that you used to estimate AWC's cost of

equity capital.

The DCF method employs a stock valuation model known as the constant

growth valuation model, that bears the name of Dr. Myron J. Gordon (i.e.

the Gordon model), the professor of finance who was responsible for its

development. Simply stated, the DCF model is based on the premise that

the current price of a given share of common stock is determined by the

present value of all of the future cash flows that will be generated by that

share of common stock. The rate that is used to discount these cash22

23 flows back to their present value is often referred to as the investor's cost

A.

A.

Q.

Q.

7
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1

2

of capital (i.e. the cost at which an investor is willing to forego other

investments in favor of the one that he or she has chosen).

3

4

5

6

7

8

9

10

11

12

13

Another way of looking at the investor's cost of capital is to consider it from

the standpoint of  a company that is of fering its shares of  stock to the

investing public. In order to raise capital, through the sale of  common

stock, a company must provide a required rate of return on its stock that

will attract investors to commit funds to that particular investment. in this

respect, the terms "cost of capital" and "investor's required return" are one

in the same. For common stock, this required return is a function of the

dividend that is paid on the stock. The investor's required rate of return

can be expressed as the percentage of the dividend that is paid on the

stock (dividend yield) plus an expected rate of  future dividend growth.

This is illustrated in mathematical terms by the following formula:

k
D1 +

Po
g

14

where: k = the required return (cost of equity, equity capitalization rate),
15

D1
Po

the dividend yield of a given share of stock calculated
16

by dividing the expected dividend by the current market
17

price of the given share of stock, and
18

g = the expected rate of future dividend growth
19

8
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1

2

This formula is the basis for the standard growth valuation model that I

used to determine AWC's cost of equity capital.

3

4

5

6

7

8

9

10

11

12

13

In determining the rate of future dividend growth for AWC, what

assumptions did you make?

There are two primary assumptions regarding dividend growth that must

be made when using the DCF method. First, dividends will grow by a

constant rate into perpetuity, and second, the dividend payout ratio will

remain at a constant rate. Both of these assumptions are predicated on

the traditional DCF model's basic underlying assumption that a company's

earnings, dividends, book value and share growth all increase at the same

constant rate of growth into infinity. Given these assumptions, if the

dividend payout ratio remains constant, so does the earnings retention

14 ratio (the percentage of earnings that are retained by the company as

15 opposed to being paid out in dividends). T h i s  be ing  t he  c as e ,  a

16

17

18

company's dividend growth can be measured by multiplying its retention

ratio (1 - dividend payout ratio) by its book return on equity. This can be

stated as g = b x r.

19

20

21

22

23

A.

9
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1

2

Would you please provide an example that will illustrate the relationship

that earnings, the dividend payout ratio and book value have with dividend

3

4

5

Year 5

$11.70

10%

Book Value

Equity Return

Earnings/Sh.

Payout Ratio

Dividend/sh

Year 2

$10.40

10%

$1 .04

0.60

$0.624

Year 4

$11.25

10%

$1.125

0.60

$0.675

$1.170

Growth

4.00%

N/A

4.00%

N/A

4.00%

6

7

8

9

10

11

12

13

growth?

RUCO consultant Stephen Hill illustrated this relationship in a Citizens

Utilities Company 1993 rate case by using a hypothetical utility?

Table l

Year 3

$10.82

10%

$1.082

0.60

$0.649

Year 1

$10.00

10%

$1.00

0.60

$0.60

0.60

$0.702

14

15

16

17

18

19

Table I of Mr. HilTs illustration presents data for a five-year period on his

hypothetical utility. In Year 1, the utility had a common equity or book

value of  $10.00 per share, an investor-expected equity return of  ten

percent, and a dividend payout ratio of  sixty percent. This results in

earnings per share of $1 .00 ($10.00 book value x 10 percent equity return)

and a dividend of $0.60 ($1.00 earnings/sh. x 0.60 payout ratio) during

20 Year 1. Because forty percent (1 0.60 payout ratio) of the utility's

21 earnings are retained as opposed to being paid out to investors, book

22 value increases to $10.40 in Year 2 of Mr. HilTs illustration. Table I

Citizens Utilities Company, Arizona Gas Division, Docket No. E-1032-93-111, Prepared
Testimony, dated December 10, 1993, p. 25.

1

A.

Q.

10
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1 presents the results of this continuing scenario over the remaining five-

2

3

4

5

year period.

The results displayed in Table I demonstrate that under "steady-state" (i.e.

constant) conditions, book value, earnings and dividends all grow at the

same constant rate. The table further illustrates that the dividend growth

6 rate, as discussed earlier, is a function of (1) the internally generated

7

8

funds or earnings that are retained by a company to become new equity,

and (2) the return that an investor earns on that new equity. The DCF

9 dividend growth rate, expressed as g b x r, is also referred to as the

10 internal or sustainable growth rate.

11

12

to

If earnings and dividends both grow at the same rate as book value,

shouldn't that rate be the sole factor in determining the DCF growth rate?

14 No. Possible changes in the expected rate of return on either common

15

16

equity or the dividend payout ratio make earnings and dividend growth by

themselves unreliable. This can be seen in the continuation of Mr. Hill's

17

18

19

20

21

22

23

24

illustration on a hypothetical utility.

Table ll

Year 3

$10.82

15%

$1.623

0.60

$0.974

Book Value

Equity Return

Earnings/Sh

Payout Ratio

Dividend/sh

Year 1

$10.00

10%

$1 .00

0.60

$0.60

Year 2

$10.40

10%

$1 .04

0.60

$0.624

Year 4

$11.47

15%

$1.720

0.60

$1.032

Year 5

$12.158

15%

$1.824

0.60

$1 .094

Growth

5.00%

10.67%

16.20%

N/A

16.20%

A.

Q.

11
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1

2

3

4

5

6

In the example displayed in Table II, a sustainable growth rate of four

percents exists in Year 1 and Year 2 (as in the prior example). In Year 3,

Year 4 and Year 5, however, the sustainable growth rate increases to six

percent.3 If the hypothetical utility in Mr. HilTs illustration were expected to

earn a fifteen-percent return on common equity on a continuing basis,

then a six percent long-term rate of growth would be reasonable.

7 However, the compound growth rate for earnings and dividends, displayed

8 in the last column, is 16.20 percent. If this rate was to be used in the

9

10

11

12

13

14

15

DCF model, the utility's return on common equity would be expected to

increase by fifty percent every five years, [(15 percent + 10 percent) - 1].

This is clearly an unrealistic expectation.

Although it is not illustrated in Mr. Hill's hypothetical example, a change in

only the dividend payout ratio will eventually result in a utility paying out

more in dividends than it earns. While it is not uncommon for a utility in

the real world to have a dividend payout ratio that exceeds one hundred

16 percent on occasion, it would be unrealistic to expect the practice to

17 continue over a sustained long-term period of time.

18

19

20

21

2 [ ( Year 2 Earnings/Sh
$1.00 ] = [ $0.04 + $1.00 ]

Year 1 Earnings/Sh )
4.00%

Year 1 Earnings/Sh ] : [ ( $1.04 - $1.00 )

3 I ( 1 - Payout Ratio ) X Rate of Return I : [ ( 1 - 0.60 ) X 15.00% ] = 0.40 X 15.00% = 6.00%

12
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1

2

3

Other than the retention of internally generated funds, as illustrated in Mr.

HilTs hypothetical example, are there any other sources of new equity

capital that can influence an investor's growth expectations for a given

4 company?

5 Yes, a company can raise new equity capital externally. The best

6

7

8

9

example of external funding would be the sale of new shares of common

stock. This would create additional equity for the issuer and is often the

case with utilities that are either in the process of acquiring smaller

systems or providing service to rapidly growing areas.

10

11 How does external equity financing influence the growth expectations held

12

13

14

15

16

17 base).

18

by investors?

Rational investors will put their available funds into investments that will

either meet or exceed their given cost of capital (i.e. the return earned on

their investment). In the case of a utility, the book value of a company's

stock usually mirrors the equity portion of its rate base (the utility's earning

Because regulators allow utilities the opportunity to earn a

reasonable rate of return on rate base, an investor would take into

19 consideration the effect that a change in book value would have on the

20

21

22

rate of return that he or she would expect the utility to earn. If an investor

believes that a utility's book value (i.e. the utility's earning base) will

increase, then he or she would expect the return on the utility's common

23 stock to increase. If this positive trend in book value continues over an

A.

A.

Q.

Q.

13
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1

2

extended period of time, an investor would have a reasonable expectation

for sustained long-term growth.

3

4

5

6

7

8

9

10

11

12

13

Please provide an example of  how external f inancing affects a ut i l i ty's

book value of equity.

As l explained earlier, one way that a util ity can increase its equity is by

sell ing new shares of common stock on the open market. If  these new

shares are purchased at prices that are higher than those shares sold

previously, the util ity's book value per share will increase in value. This

would increase both the earnings base of  the ut i l i ty and the earnings

expectations of investors. However, if  new shares sold at a price below

the pre-sale book value per share, the after-sale book value per share

declines in value. If this downward trend continues over time, investors

14

15

16

17

18

might view this as a decline in the utility's sustainable growth rate and will

have lower expectations regarding growth. Using this same logic, if a new

stock issue sells at a price per share that is the same as the pre-sale book

value per share, there would be no impact on either the utility's earnings

base or investor expectations.

19

20

21

22

23

A.

Q.
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1

2

Please explain how the external component of the DCF growth rate is

determined.

3

4

5

In his book, The Cost of Capital to a Public Utility,4 Dr. Gordon (the

individual responsible for the development of the DCF or constant growth

model) identified a growth rate that includes both expected internal and

6 external financing components. The mathematical expression for Dr.

7 Gordon's growth rate is as follows:

8

9

10 where:

11

g

b

g = ( br) + ( SV )

DCF expected growth rate,

the earnings retention ratio,

12 r the return on common equity,

13 S the fraction of new common stock sold that

14 accrues to a current shareholder, and

15 v funds raised from the sale of stock as a fraction

16

17 and v

18 where: BV

of existing equity.

1-i(Bv)+(mp)1

book value per share of common stock, and

19 MP the market price pershareof common stock.

20

21

22

4 Gordon, M.J., The Cost of Capital to a Public Utilitv, East Lansing, MI: Michigan State
University, 1974, pp, 30-33.

A.

Q.
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1

2

Did you include the effect of external equity financing on long-term growth

rate expectations in your analysis of expected dividend growth for the DCF

model?3

4

5

Yes. The external growth rate estimate (sv) is displayed on Page 1 of

Schedule WAR-4, where it is added to the internal growth rate estimate

6 (Br) to arrive at a final sustainable growth rate estimate.

7

8

9

Please explain why your calculation of external growth on page 2 of

Schedule WAR-4, is the current market-to-book ratio averaged with 1.0 in

10

11

12

13

14

15

16

the equation [(M + B) + 1] + 2.

The market price of a utility's common stock will tend to move toward book

value, or a market-to-book ratio of 1.0, if regulators allow a rate of return

that is equal to the cost of capital (one of the desired effects of regulation).

As a result of this situation, l used [(M + B) + 1] + 2 as opposed to the

current market-to-book ratio by itself to represent investor's expectations

that, in the future, a given utility will achieve a market-to-book ratio of 1.0.

17

18 Has the Commission ever adopted a cost of capital estimate that included

19 this assumption?

20 Yes. In a prior Southwest Gas Corporation rate cases, the Commission

21

22

adopted the recommendations of ACC Staffs cost of capital witness,

Stephen Hill, who I noted earlier in my testimony. In that case, Mr. Hill

5 Decision No. 68487, Dated February 23, 2006 (Docket No. G-01551A-04-0876)

A.

A.

A.

Q.

Q.

Q.
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1

2

used the same methods that I have used in arriving at the inputs for the

DCF model. His f inal recommendation for Southwest Gas Corporation

3

4

5

was largely based on the results of his DCF analysis, which incorporated

t he  s am e v a l i d  m arke t - t o -book  ra t i o  as s um pt ion  t ha t  l  hav e  us ed

consistently in the DCF model as a cost of capital witness for RUCO.

6

7

8

9

10

11

How did you develop your dividend growth rate estimate?

I analyzed data on two separate proxy groups. A water company proxy

group comprised of three publicly traded water companies and a natural

gas proxy group consisting of ten natural gas local distribution companies

("LDC") that have similar operating characteristics to water providers.

12

13

14

15

16

17

18

Why did you use a proxy group methodology as opposed to a direct

analysis of AWC?

One of the problems in performing this type of analysis is that the utility

applying for a rate increase is not always a publicly traded company, as is

the case with AWC itself. Consequently it was necessary to create a

proxy by analyzing publicly traded water companies and LDC's with

similar risk characteristics.19

20

21

22

23

Are there any other advantages to the use of a proxy?

Yes. As I  noted ear l ier ,  the U.S.  Supreme Court  ru led in the Hone

d e c i s i o n  t h a t  a  u t i l i t y  i s  e n t i t l e d  t o  e a r n  a  r a t e  o f  r e t u r n  t h a t  i s

A.

A.

A.

Q.

Q.

Q.

17
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1 commensura te  w i th  t he  re tu rns  on  inves tments  o f  o ther  f i rms  w i th

2

3

4

5

comparable risk. The proxy technique that I have used derives that rate of

return. One other advantage to using a sample of companies is that it

reduces the possible impact that any undetected biases, anomalies, or

measurement errors may have on the DCF growth estimate.

6

7 What criteria did you use in selecting the companies that make up your

8

9

10

11

12

13

14

15

water company proxy for AWC?

The three water companies used in the proxy are publicly traded on the

New York Stock Exchange ("NYSE"). All three water companies are

followed by The Value Line Investment Survey ("Value Line") and are the

same companies that comprise Value Line's large capitalization Water

Utility Industry segment of the U.S. economy (Attachment A contains

Value Line's April 24, 2009 update of the water util ity industry and

evaluations of the water companies used in my proxy).

16

17 Are these the same water util it ies that you have used in prior rate case

18

19

20

21

22

proceedings?

Yes. However, in prior proceedings I have also included a fourth water

provider known as Southwest Water Company which is traded over the

counter through the National Association of Securities Dealers Automated

Quotation System ("NASDAQ").

23

A.

A.

Q.

Q.
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1

2

3

4

5

6

Why did you exclude Southwest Water Company from your sample in this

proceeding?

Value Line has suspended its long-term projections on Southwest Water

Company as a result of accounting errors that were recently discovered by

Southwest Water Company's management. The lack of projected data

made Southwest Water Company unsuitable for my sample group of

7 water providers.

8

9 Please describe the companies that comprise your water company proxy

10

11

12

13

14

15

group.

My water company proxy group inc ludes American States Water Co.

(stock ticker symbol "AWR"), California Water Service Group ("CWT") and

Aqua America, Inc. ("\NTR"). Each of these water companies face the

same types of risk that AWC faces. For the sake of brevity, I will refer to

each of  these companies  by the i r  appropr ia te  s tock t icker  symbols

16 henceforth .

17

18 Br ie f l y des c r ibe  t he  a reas  s ew ed  by t he  c om pan ies  in  your  w a t e r

19

20

21

22

23

company sample proxy.

In addi t ion to prov id ing water serv ice to res idents  of  Fountain Hi l ls ,

Ar izona th rough i t s  who l ly owned subs id ia ry Chapar ra l  Ci t y W ater

Company, AWR also serves communities located in Los Angeles, Orange

and San Bernardino count ies in California. CWT provides service to

A.

A.

Q.

A.

Q.

Q.
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1

2 Washington.

3

4

5

6

customers in seventy-f ive communit ies in Cali fornia,  New Mexico and

CW T's  pr inc ipa l  serv ice areas  are located in  the San

Francisco Bay area, the Sacramento, Salinas and San Joaquin Valleys

and parts of Los Angeles. WTR is a holding company for a large number

of water and wastewater utilities operating in nine different states including

Pennsylvania, Ohio, New Jersey, Il l inois, Maine, North Carolina, Texas,

7 Florida and Kentucky.

8

9

10

11

12

13

Are these the same water companies that AWC used in its application?

AWC's cost of equity witness, Dr. Thomas Zepp, used the same water

companies included in my proxy. Dr. Zepp also used three other water

companies in his cost of capital analysis which are included in Value

Line's Small and Mid Cap Edition.

14

15

15

17

to

19

20

21

22

Why did you exclude the water companies that are followed in Value

Line's Small and Mid Cap Edition?

Value Line does not provide the same type of forward-looking information

(i.e. long-term estimates on return on common equity and share growth)

on small and mid-cap companies that it provides on the three water

companies that l used in my proxy. Consequently, as in the case of

Southwest Water Company, these water providers are not as suitable as

the ones that I have used in my analysis.

e Connecticut Water Service, Inc., Middlesex Water Company and SJW Corp.

A.

A.

Q.

Q.
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1

2

3

4

5

6

7

8

9

What criteria did you use in selecting the natural gas LDC's included in

your proxy for AWC?

As are the water companies that I just described, each of the natural gas

LDC's used in the proxy are publicly traded on a major stock exchange (all

ten trade on the NYSE) and are followed by Value Line. Each of the ten

LDC's in my sample are tracked in Value Line's natural gas Utility industry

segment. All of the companies in the proxy are engaged in the provision

of regulated natural gas distribution services. Attachment B of my

testimony contains Value Line's most recent evaluation of the natural gas

10 proxy group that I used for my cost of common equity analysis.

11

12

13

14

15

16

t7

18

19

20

21

What companies are included your natural gas proxy?

The ten natural gas LDC's included in my proxy (and their NYSE ticker

symbols) are AGL Resources, Inc. ("AGL"), At nos Energy Corp. ("ATO"),

Laclede Group, Inc. ("LG"), New Jersey Resources Corporation ("NJR"),

Nicor, inc. ("GAS"), Northwest Natural Gas Co. ("NWN"), Piedmont

Natural Gas Company ("PNY"), South Jersey Industries, Inc. ("SJl")

Southwest Gas Corporation ("SWX"), which is the dominant natural gas

provider in Arizona, and WGL Holdings, Inc. ("WGL"). These are the

same ten LDC's that l  analyzed in the most recent UNS Gas, inc.

proceeding.7

22

7 Docket No. G-04204A-06-0463

A.

A.

Q.

Q.
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1

2

3

4

5

6

7

Briefly describe the regions of the U.S. served by the ten natural gas

LDC's that make up your sample proxy.

The ten LDC's listed above provide natural gas service to customers in the

Middle Atlantic region (i.e. NJl which serves portions of northern New

Jersey, SJl which serves southern New Jersey and WGL which serves the

Washington D.C. metro area), the Southeast and South Central portions

of the U.S. (i.e. AGL which serves Virginia, southern Tennessee and the

8 Atlanta, Georgia area and PNY which serves customers in North Carolina,

9

10

11

12

South Carolina and Tennessee), the South, deep South and Midwest (i.e.

ATO which serves customers in Kentucky, Mississippi, Louisiana, Texas,

Colorado and Kansas, GAS which provides service to northern and

western Illinois, and LG which serves the St. Louis area), and the Pacific

13

14

Northwest (i.e. NWN which serves Washington state and Oregon).

Portions of Arizona, Nevada and California are served by SWX.

15

16 Did the Company's witness also perform a similar analysis using natural

17

18

gas LDC's?

No, he did not.

19

20 Please explain your DCF growth rate calculations for the sample

21

22

23

companies used in your proxy.

ScheduleWAR-5 provides retention ratios, returns on book equity, internal

growth rates, book values per share, numbers of shares outstanding, and

A.

A.

A.

Q.

Q.

Q.
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1

2

3

the compounded share growth for each of  the ut i l i t ies inc luded in the

sample for the historical observat ion period 2004 to 2008 for both the

water and LDC industries. Schedule WAR-5 also includes Value Line's

4

5

6

projected 2009, 20010 and 2012-14 values for the retention ratio, equity

return, book value per share growth rate, and number of shares

outstanding for both the water utilities and the LDC's.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Please describe how you used the informat ion displayed in Schedule

WAR-5 to estimate each comparable utility's dividend growth rate.

In  expla in ing my analys is ,  l  w i l l  use AW R as  an example. The f irst

dividend growth component that I evaluated was the internal growth rate.

l  used the "b x r"  formula (described on pages 10 and 11) to mult iply

AWR's earned return on common equity by its earnings retention ratio for

each year in the 2003 to 2007 observat ion period to derive the ut i l i ty's

annual internal growth rates. I used the mean average of this f ive-year

period as a benchmark against which I compared the projected growth

rate trends provided by Value Line. Because an investor is more likely to

be influenced by recent growth trends, as opposed to historical averages,

the five-year mean noted earlier was used only as a benchmark figure. As

shown on Schedule WAR-5, Page 1, AWR's average internal growth rate

of 2.62 percent over the 2004 to 2008 time frame reflects an up and down

pattern of growth that ranged from a low of 1.01 percent in 2002 to a high

of 3.79 percent during 2007. Value Line is predict ing that growth wil l

A.

Q.
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1 increase steadily from 3.05 percent in 2008, to 6.35 percent by the end of

2 the 2012-14 time frame. After weighing Value Line's projections for

3

4

5

6

internal growth, lower outlook for earnings per share, no change in

dividends and a higher estimate for book value, I believe that a 6.00

percent rate of growth is reasonable for AWR (Schedule WAR-4, Page 1

of 2).

7

8 Please continue with the external growth rate component portion of your

9

10

11

analysis.

Schedule WAR-5 demonstrates that the pattern of shares outstanding for

AWR increased from 16.75 million to 17.30 million from 2004 to 2008.

12

13

14

15

16

17

Value Line is predicting that this level will increase from 18.25 million in

2008 to 20.25 million by the end of 2014. Based on this data, I believe

that a 4.75 percent growth in shares is not unreasonable for AWR (Page 2

of Schedule WAR-4). My final dividend growth rate estimate for AWR is

7.81 percent (6.00 percent internal + 1.81 percent external) and is show.n

on Page 1 of Schedule WAR-4.

18

19

20

What is your average DCF dividend growth rate estimate for your sample

of water utilities?

21

22

My average DCF dividend growth rate estimate for my water company

sample is 6.25 percent as displayed on page 1 of Schedule WAR-4.

23

A.

A.

Q.

Q.
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1

2

Did you use the same approach to determine an average dividend growth

rate for the proxy comprised of natural gas LDC's?

3 Yes.

4

5

6

What is your average DCF dividend growth rate estimate for the sample

natural gas utilities?

7

8

My average DCF dividend growth rate estimate is 6.44 percent, which is

also displayed on page 1 of Schedule WAR-4.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

How  does  you r  av e rage  d i v i dend  g row t h  ra t e  es t im a t es  on  w a t e r

companies compare to the growth rate data published by Value Line and

other analysts?

Schedule WAR-6 compares my sustainable growth est imates with the

five-year projections of analysts at both Zacks Investment Research, Inc.

("Zacks") (At tachment  C) and Value Line. In  t he  case o f  t he  water

companies, my 6.25 percent estimate falls between Zacks' average long-

term EPS projection of 8.33 percent and Value Line's growth projection of

5.36 percent (which is an average of  EPS, DPS and BVPS). My 6.25

percent estimate is 38 basis points higher than the 5.87 percent average

of Value Line's historical and projected data (and the consensus opinions

published by Zacks) and is also 69 basis points higher than Value Line's

5.56 percent 5-year compound historical average of EPS, DPS and BVPS.

The es t imates  of  analys ts  at  Value L ine ind icate that  inves tors  are

A.

A.

A.

Q.

Q.

Q.
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1

2

3

4

expecting somewhat lower increased performance from water util it ies in

the future. On balance, l would say my 6.25 percent est imate is a good

representation of the growth projections that are available to the investing

public.

5

6

7

8

How do your average dividend growth rate estimates on natural gas LDC's

compare to  the growth ra te data publ ished by Value L ine and other

analysts?

9

10

11

12

13

14

15

16

17

18

19

20

In regard to the natural gas LDC's, my 6.44 percent est imate also falls

between the average 6.59 percent  long- term consensus pro jec t ions

published by Zacks, and the 4.33 percent Value Line projected estimate

(which is an average of EPS, DPS and BVPS). As can also be seen on

Schedule WAR-6, the 6.44 percent estimate that I have calculated is 76

basis points higher than the 5.68 percent average of the 5-year historic

EPS, DPS and BVPS means of Value Line and 108 basis points higher

than the 5.36 percent five-year compound historical average of Value Line

data (on Eds, DPS and BVPS). In fact, my 6.44 percent estimate is 122

basis points higher than the combined 5.22 percent Value Line and Zacks

averages displayed in Schedule WAR-6. The est imates of both Value

Line's  and Zacks '  analysts  indicate that  investors are also expect ing

21 somewhat lower performance from natural gas distribution companies in

22

23

the future. In the case of  the LDC's I would say that  my 6.44 percent

estimate, which is lower than Zack's projections but higher than Value

A.

Q.
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1 Line's forecasts, is a fair representation of the growth projections

2 presented by securities analysts at this point in time.

3

4

5

6

How did you calculate the dividend yields displayed in Schedule WAR-3?

For both the water companies and the natural gas LDC's l used the

estimated annual dividends, for the next twelve-month period, that

7

8

9

10

11

12

13

appeared in  Value L ine 's  Apr i l  24,  2009 Rat ings  and Repor ts  water

services industry update and Value Line's March 13, 2009 Ratings and

Reports natural gas util ity update. I then div ided those f igures by the

eight-week average price per share of the appropriate ut i l i ty's common

stock. The eight-week average price is based on the daily closing stock

prices for each of the companies in my proxies for the period April 6, 2009

to May 29, 2009.

14

15 Based on the results of  your DCF analysis,  what is your cost of  equity

16 capital est imate for the water and natural gas ut i l i t ies included in your

17

18

19

20

sample?

As shown on page 2 of Schedule WAR-2, the cost of equity capital derived

from my DCF analysis is 9.32 percent for the water ut i l i t ies and 11.42

percent for the natural gas LDC's. .

21

22

23

A.

A.

Q.

Q.
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1 Capital Asset Pricing Model (CAPM) Method

2 Please explain the theory behind CAPM and why you decided to use it as

3 an equity capital valuation method in this proceeding.

4 CAPM is a mathematical tool that was developed during the early 1960's

5 by William F. Sharped, the Timken Professor Emeritus of Finance at

6 Stanford University, who shared the 1990 Nobel Prize in Economics for

7 research that eventually resulted in the CAPM model. CAPM is used to

8 analyze the relationships between rates of return on various assets and

9 risk as measured by beta.9 In this regard, CAPM can help an investor to

10 determine how much risk is associated with a given investment so that he

11 or she can decide if that investment meets their individual preferences.

12 Finance theory has always held that as the risk associated with a given

13 investment increases, so should the expected rate of return on that

14 investment and vice versa. According to CAPM theory, risk can be

15 classified into two specific forms: nonsystematic or diversifiable risk, and

16 systematic or non-diversifiable risk. While nonsystematic risk can be

17 virtually eliminated through diversification (i.e. by including stocks of

18 various companies in various industries in a portfolio of securities),

19 systematic risk, on the other hand, cannot be eliminated by diversification.

8 William F. Sharpe, "A Simplified Model of Portfolio Analysis," Management Science, Vol. 9, No.
2 (January 1963), pp. 277-93.

g Beta is defined as an index of volatility, or risk, in the return of an asset relative to the return of
a market portfolio of assets. It is a measure of systematic or non-diversiNable risk. The returns
on a stock with a beta of 1.0 will mirror the returns of the overall stock market. The returns on
stocks with betas greater than 1.0 are more volatile or riskier than those of the overall stock
market, and if a stock's beta is less than 1.0, its returns are less volatile or riskier than the overall
stock market.

A.

Q.
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1

2

3

Thus, systematic risk is the only risk of importance to investors. Simply

stated, the underlying theory behind CAPM states that the expected return

on a given investment is the sum of a risk-free rate of return plus a market

4

5

risk premium that is proportional to the systematic (non-diversifiable risk)

associated with that investment. in mathematical terms, the formula is as

6 follows:

7

8

9 where: k

k= r f+ [B( rm- r f ) ]

the expected return of a given security,

10 ff risk-free rate of return,

11 13 beta coefficient, a statistical measurement of a

12

13 rm

14 rm'rf

security's systematic risk,

average market return (e.g. S8¢P 500), and

market risk premium.

15

16

17

What types of financial instruments are generally used as a proxy for the

risk-free rate of return in the CAPM model?

18

19

Generally speaking, the yields of U.S. Treasury instruments are used by

analysts as a proxy for the risk-free rate of return component.

20

21

22

23

A.

Q.
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1

2

3

4

Please explain why U.S. Treasury instruments are regarded as a suitable

proxy for the risk-free rate of return?

As cit izens and investors,  we would l ike to bel ieve that  U.S. Treasury

securi t ies (which are backed by the ful l  fai th and credit  of  the United

5

6

7

8

9

10

States Government) pose no threat of default no matter what their maturity

dates are. However, a comparison of various Treasury instruments will

reveal that those with longer maturity dates do have slightly higher yields.

Treasury yields are comprised of two separate components,1° a real rate

of interest (believed to be approximately 2.00 percent) and an inflationary

expectation. When the real rate of interest is subtracted from the total

11

12

13

14

15

16

17

18

treasury yield, all that remains is the inflationary expectation. Because

increased inflation represents a potential capital loss, or risk, to investors,

a higher inflationary expectation by itself represents a degree of risk to an

investor. Another  way of  looking at  th is  is  f rom an opportuni ty cos t

standpoint. W hen an investor  locks  up funds in long-term T-Bonds,

compensat ion must  be prov ided for  fu ture inves tment  oppor tuni t ies

foregone. This is often described as maturity or interest rate risk and it

can af fec t  an investor  adversely i f  market  rates  increase before the

19

20

instrument matures (a rise in interest rates would decrease the value of

the debt instrument). As discussed earlier in the DCF portion of my

10 As a general rule of thumb, there are three components that make up a given interest rate or
rate of return on a security: the real rate of interest, an inflationary expectation, and a risk
premium. The approximate risk premium of a given security can be determined by simply
subtracting a 91-day T-Bill rate from the yield on the security.

A.

Q.
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1 testimony, this compensation translates into higher rates of returns to the

2 investor.

3

4 What security did you use for a risk-free rate of return in your CAPM

5

6

analysis?

I used an eight~week average of the yield on a 5-year U.S. Treasury

7 instrument. The yields were published in Value Line's Selection and

8

9

Opinion publ ication dated Apri l  10, 2009 through May 29, 2009

(Attachment D). This resulted in a risk-free (rf) rate of return of 1.87

10 percent.

11

12

13

14

Why did you use the yield on a 5-year year U.S. Treasury instrument as

opposed to a short-term T-Bill?

While a shorter term instrument, such as a 91-day T-Bill, presents the

15 lowest possible total risk to an investor, a good argument can be made

16

17

18

19

20

21

that the yield on an instrument that matches the investment period of the

asset being analyzed in the CAPM model should be used as the risk-free

rate of return. Since utilities in Arizona generally file for rates every three

to five years, the yield on a 5-year U.S. Treasury Instrument closely

matches the investment period or, in the case of regulated utilities, the

period that new rates will be in effect.

22

23

A.

A.

Q.

Q.
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1

2

3

4

5

6

\

7

How d id  you ca lcu la te  the market  r isk premium used in  your  CAPM

analysis?

I used both a geometric and an ari thmet ic mean of  the historical total

returns on the S8¢P 500 index from 1926 to 2007 as the proxy for the

market rate of return (rm). For the risk-free port ion of the risk premium

component (rf), I used the geometric mean of the total returns of long-term

government bonds for the same eighty-one year period. The market risk

8

9

premium (rm - rf) that results by using these inputs is 5.10 percent (10.40%

5.10%). The market risk premium that results by using the5.30%

10 arithmetic mean calculation is 6.80 percent (12.30% - 5.50% = 6.80%).

11

12

13

14

15

16

How did you select the beta coeff ic ients that were used in your CAPM

analysis?

The beta coef f ic ients  (8) ,  for  the indiv idual  ut i l i t ies  used in both my

proxies, were calculated by Value Line and were current as of April 24,

2009 for the water companies and March 13, 2008 for the natural gas

17 LDC's. Value Line calculates its betas by using a regression analysis

18

19

20

21 The be ta

22

23

between weekly percentage changes in the market price of the security

being analyzed and weekly percentage changes in the NYSE Composite

Index over a five-year period. The betas are then adjusted by Value Line

for  t he i r  long- te rm tendency to  converge toward 1.00.

coef f ic ients  for  the serv ice prov iders  inc luded in my water company

sample ranged from 0.75 to 0.85 with an average beta of 0.82. The beta

A.

A.

Q.

Q.
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1 coefficients for the LDC's included in my natural gas sample ranged from

2 0.60 to 0.75 with an average beta of 0.67.

3

4

5

6

What are the results of your CAPM analysis?

As shown on pages 1 and 2 of Schedule WAR-7, my CAPM calculation

using a geometric mean to calculate the risk premium results in an

7

8

9

10

average expected return of 6.04 percent for the water companies and 5.26

percent for the natural gas LDC's. My calculation using an arithmetic

mean results in an average expected return of 7.43 percent for the water

companies and 6.39 percent for the natural gas LDC's.

11

12 Please summarize the results derived under each of the methodologies

13

14

15

presented in your testimony.

The following is a summary of the cost of equity capital derived under

each methodology used:

16

METHOD RESULTS1 7

1 8

1 9

20

21

22

DCF (Water Sample)

DCF (Natural Gas Sample)

CAPM (Water Sample)

CAPM (Natural Gas)

9.32%

11.42%

6.04% - 7.43%

5.26% .- 6.39%

A.

A.

Q.

Q.
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1

2

3

Based on these results, my best estimate of an appropriate range for a

cost of common equity for AWC is 5.26 percent to 11.42 percent. My final

recommended cost of common equity figure is 8.33 percent.

4

5 Q How did you arr ive at  your f ina l recommended 8.33 percent  cost  o f

6

7

8

9

10

common equity?

My recommended 8.33 percent  cost  o f  common equity is  the mean

average of  my DCF and CAPM results. The calculat ion of  my 8.33

percent cost of common equity can be seen on Schedule WAR-1, Page 2

of 2.

11

12

13

14

15

16

17

18

Did you make any direct adjustment to your recommended cost of

common equity that takes into consideration the higher level of equity

contained in AWC's capital structure?

No. As can be seen in Schedule WAR- 9, the Company-proposed capital

structure is in line with the capital structures of the water utilities included

in my sample and is roughly in line with the capital structures of the LDC'S

included in my sample.

19

20

21

22

23

A.

A.

Q.
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1

2

3

4

5

How does your recommended cost of equity capital compare with the cost

of equity capital proposed by the Company?

The 12.40 percent cost of equity capital proposed by the Company is 407

basis points higher than the 8.33 percent OCRB cost of equity capital that

I am recommending.

6

7 Current Economic Environment

8 Please explain why it is necessary to consider the current economic

9 environment when performing a cost of equity capital analysis for a

10

11

regulated utility.

Consideration of the economic environment is necessary because trends

12

13

14

15

16

17

in interest rates, present and projected levels of inflation, and the overall

state of the U.S. economy determine the rates of return that investors earn

on their invested funds. Each of these factors represent potential risks

that must be weighed when estimating the cost of equity capital for a

regulated utility and are, most often, the same factors considered by

individuals who are also investing in non-regulated entities.

18

19

20

21

Please discuss your analysis of the current economic environment.

My analysis includes a brief review of the economic events that have

occurred since 1990.

22

Schedule WAR-8 displays various economic

indicators and other data that I will refer to during this portion of my

23 testimony.

A.

A.

A.

Q.

Q.

Q.
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1

2

In 1991,  as measured by the most  recent ly rev ised annual change in

gross domestic product ("GDP"), the U.S. economy experienced a rate of

3 growth of  negat ive 0.20 percent . Th is  dec l ine  in  GDP marked  t he

4

5

6

7

beginning of a mild recession that ended sometime before the end of the

first half of 1992. Reacting to this situation, the Federal Reserve Board

("Federal  Reserve" or "Fed") ,  then chaired by noted economist  Alan

Greenspan, lowered i ts  benchmark federal funds rate" in an ef for t  to

8 further loosen monetary constraints an act ion that  resul ted in lower

9 interest rates.

10

11

12

13

14

15

During this same period, the nation's major money center banks followed

the Federal Reserve's lead and began lowering their interest rates as well.

By the end of the fourth quarter of 1993, the prime rate (the rate charged

by banks to their best customers) had dropped to 6.00 percent from a

1990 level of 10.01 percent. In addition, the Federal Reserve's discount

16

17

rate on loans to its member banks had fallen to 3.00 percent and short-

term interest rates had declined to levels that had not been seen since

18 1972.

19

11 This is the interest rate charged by banks with excess reserves at a Federal Reserve district
bank to banks needing overnight loans to meet reserve requirements. The federal funds rate is
the most sensitive indicator of the direction of interest rates, since it is set daily by the market,
unlike the prime rate and the discount rate, which are periodically changed by banks and by the
Federal Reserve Board, respectively.
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1

2

3

4

5

6

7

Although GDP increased in 1992 and 1993,  the Federal Reserve took

steps to increase interest rates beginning in February of 1994, in order to

keep inflation under control. By the end of 1995, the Federal discount rate

had risen to 5.21 percent. Once again, the banking community followed

the Federal Reserve's moves. The Fed's strategy, during this period, was

to engineer a "soft  landing." That  is  to say that  the Federal Reserve

wanted to foster a situation in which economic growth would be stabilized

8 without incurring either a prolonged recession or runaway inflation.

g

10 Did the Federal Reserve achieve its goals during this period?

11 A. Yes. The Fed's strategy of  decreasing interest rates to st imulate the

12

13

14

15

16

17

18

19

20

21

22

economy worked. The annual change in GDP began an upward trend in

1992. A change of 4.50 percent and 4.20 percent were recorded at the

end of  1997 and 1998 respect ively. Based on dai ly reports that  were

presented in the mainstream print and broadcast media during most of

1999, there appeared to be lit t le doubt among both economists and the

public at large that the U.S. was experiencing a period of robust economic

growth highlighted by low rates of unemployment and inflation. Investors,

who believed that technology stocks and Internet company start-ups (with

little or no history of earnings) had high growth potential, purchased these

types of issues with enthusiasm. These types of investors, who exhibited

what former Chairman Greenspan described as "irrational exuberance,"

Q.
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1 pushed stock prices and market indexes to all time highs from 1997 to

2000.2

3

4 What has been the state of the economy since 2001?

5

6

7

8

9

10

11

12

13

14

15

16

The U.S. economy entered into a recession near the end of the first

quarter of 2001. The bullish trend, which had characterized the last half of

the 1990's, had already run its course sometime during the third quarter of

2000. Economic data released since the beginning of 2001 had already

been disappointing during the months preceding the September 11, 2001

terrorist attacks on the World Trade Center and the Pentagon. Slower

growth figures, rising layoffs in the high technology manufacturing sector,

and falling equity prices (due to lower earnings expectations) prompted

the Fed to begin cutting interest rates as it had done in the early 1990's.

The now infamous terrorist attacks on New York City and Washington

D.C. marked a defining point in this economic slump and prompted the

Federal Reserve to continue its rate cutting actions through December

17 2001. Prior to the 9/11 attacks, commentators, reporting in both the

18

19

20

mainstream financial press and various economic publications including

Value Line, believed that the Federal Reserve was cutting rates in the

hope of avoiding a recession.

21

22 Despite several intervals during 2002 and 2003 in which the Federal Open

23 Market Committee ("FOMC") decided not to change interest rates - moves

A.

Q.

38



Direct Testimony of William A. Rigsby
Arizona Water Company
Docket No. W-01445A-08-0440

1 which indicated that the worst may be over and that the recession might

2

3

4

5

6

have bottomed out during the last quarter of 2001 - a lackluster economy

persisted. The continuing economic malaise and even fears of possible

deflation prompted the FOMC to make a thirteenth rate cut on June 25,

2003. The quarter point cut reduced the federal funds rate to 1.00

percent, the lowest level in forty-five years.

7

8

9

10

11

Even though some signs of economic strength, mainly attributed to

consumer spending, began to crop up during the latter part of 2002 and

into 2003, Chairman Greenspan appeared to be concerned with sharp

declines in capital spending in the business sector.

12

13

14

15

16

During the latter part of 2003, the FOMC went on record as saying that it

intended to leave interest rates low "for a considerable period." After its

two-day meeting that ended on January 28, 2004, the FOMC announced

"that with inflation 'quite low' and plenty of excess capacity in the

17

18

economy, policy-makers 'can be patient in removing its policy

3cc0mm0datj0n_12"

19

20

21

22

12 Work, Martin, "Fed holds interest rates steady," MSNBC, January 28, 2004.
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1 What actions has the Federal Reserve taken in terms of interest rates

2

3

since the beginning of 2001?

As noted earlier, from January 2001 to June 2003 the Federal Reserve cut

4

5

6

7

8

9

10

11

12

interest rates a total of thirteen times. During this period, the federal funds

rate fell from 6.50 percent to 1.00 percent. The FOMC reversed this trend

on June 29, 2004 and raised the federal funds rate 25 basis points to 1.25

percent. From June 29, 2004 to January 31, 2006, the FOMC raised the

federal funds rate thirteen more times to a level of 4.50 percent.

The FOMC's January 31, 2006 meeting marked the final appearance of

Alan Greenspan, who had presided over the rate setting body for a total of

eighteen years. On that same day, Greenspan's successor, Ben

Bernanke, the former chairman of the President's Council of Economic

13

14

15

16

Advisers and a former Fed governor under Greenspan from 2002 to 2005,

was confirmed by the U.S. Senate to be the new Federal Reserve chief.

As expected by Fed watchers, Chairman Bernanke picked up where his

predecessor left off and increased the federal funds rate by 25 basis

17

18

points during each of the next three FOMC meetings for a total of

seventeen consecutive rate increases since June 2004, and raising the

19

20

21

federal funds rate to a level of 5.25 percent. The Fed's rate increase

campaign finally came to a halt at the FOMC meeting held on August 8,

2006, when the FOMC decided not to raise rates.

22

23

A.

Q.
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1 What was the reaction in the financial community to the Fed's decision not

2 to raise interest rates?

3 As in the past, banks followed the Fed's lead once again and held the

4

5

prime rate to a level of 8.25 percent, or 300 basis points higher than the

federal funds rate of 5.25 percent established on June 29, 2006.

6

7

8

How did analysts view the Fed's actions between January 2001 and

August 2006?

9

10

11

12

13

14

15

According to an article that appeared in the December 2, 2004 edition of

The Wall Street Journal, the FOMC's decision to begin raising rates two

years ago was viewed as a move to increase rates from emergenoylows

in order to avoid creating an inflation problem in the future as opposed to

slowing down the strengthening economy.13 In other words, the Fed was

trying to head off inflation before it became a problem. During the period

following the August 8, 2006 FOMC meeting, the Fed's decisions not to

16

17

raise rates were viewed as a gamble that a slower U.S. economy would

help to cap growing inflationary pressures.14

18

19

20

13 McKinnon, John D. and Greg IP, "Fed Raises Rates by a Quarter Point,
Journal, September 22, 2004.

St The WaH Street

14 up, Greg, "Fed Holds Interest Rates Steady As Slowdown Outweighs Inflation," The Wall Street
Journal Online Edition, August 8, 2006.

A.

A.

Q.

Q.
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1

2

3

4

5

6

Was the Fed attempting to engineer another "soft landing", as it did in the

mid-nineties, by holding interest rates steady?

Yes, however, as pointed out in an August 2006 article in The Wall Street

Journal by E.S. Browning, soft landings - l ike the one that the Fed

managed to pull off during the 1994-95 time frame, in which a recession or

a bear market were avoided - rarely happen15. Since it began increasing

the federal funds rate in June 2004, the Fed had assured investors that it7

8 would i nc r eas e  r a t es  a t  a  " m eas u r ed "  pac e . Many ana l ys t s  and

9

10

economis ts  interpreted th is  language to mean that  former Chairman

Greenspan would be cautious in increasing interest rates too quickly in

order to avoid what is considered to be one of  the Fed's few blunders11

12

13

14

15

16

17

18

19

during Greenspan's tenure - a series of increases in 1994 that caught the

financial markets by surprise after a long period of low rates. The rapid

rise in rates contributed to the bankruptcy of Orange County, California

and the Mexican peso crisis 6. According to Mr. Browning, at the time that

his art icle was published, the hope was that Chairman Bernanke would

succeed in slowing the economy "just enough to prevent serious inflation,

but  not  enough to choke of f  growth. " In other words,  "a 'Goldi locks

economy,' in which growth is not too hot and not too cold."

20

15 Browning, E.S, "Not Too Fast, Not Too Slow..
21, 2006.

The Wall Street Journal Online Edition, August

16 Associated Press (AP), "Fed begins debating interest rates" USA Todav, June 29, 2004,

A.

Q.
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1

2

3

4

5

6

7

8

g

10

Was the Fed's attempt to engineer a soft landing successful during the

period that followed the August 8, 2006 FOMC meeting?

it would appear so. Articles published in the mainstream financial press

were generally upbeat on the economy during that period. An example of

this is an article written by Nell Henderson that appeared in the January

30, 2007 edition of The Washington Post. According to Ms. Henderson, "a

year into [Fed Chairman] Bernanke's tenure, the [economic] picture has

turned considerably brighter. Inflation is falling, unemployment is low,

wages are rising, and the economy, despite continued problems in

housing, is growing at a brisk clip.,,17

11

12

13

to

15

16

17

18

What has been the state of the economy over the past two years?

Reports in the mainstream financial press during the majority of 2007

reflected the view that the U.S. economy was slowing as a result of a

worsening situation in the housing market and higher oil prices. The

overall outlook for the economy was one of only moderate growth at best.

Also during this period the Fed's key measure of inflation began to exceed

the rate setting body's comfort level.

19

20

21

On August 7, 2007, the FOMC decided not to increase or decrease the

federal funds rate for the ninth straight time and left its target rate

17 Henderson, Nell, "Bullish on Bernanke" The Washington Post, January 30, 2007.

A.

A.

Q.

Q.
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1

2

3

4

5

6

7

8

9

unchanged at 5.25 percent.18 At the time of the Fed's decision, analysts

speculated that a rate cut over the next several months was unlikely given

the Fed's concern that inflation would fail to moderate. However, during

this same period, evidence of an even slower economy and a possible

recession was beginning to surface. Within days of the Fed's decision to

stand pat on rates, a borrowing crisis rooted in a deterioration of the

market for subprime mortgages and securities linked to them, forced the

Fed to inject $24 billion in funds (raised through open market operations)

into the credit markets.19 By Friday, August 17, 2007, after a turbulent

10 week on Wall Street, the Fed made the decision to lower its discount rate

11

12

13

14

(i.e. the rate charged on direct loans to banks) by 50 basis points, from

6.25 percent to 5.75 percent, and took steps to encourage banks to

borrow from the Fed's discount window in order to provide liquidity to

lenders. According to an article that appeared in the August 18, 2007

edition of The Wall Street Journal the Fed had used all of its tools to15 20
Y

16

17

18

restore normalcy to the financial markets. If the markets failed to settle

down, the Fed's only weapon left was to cut the Federal Funds rate -

possibly before the next FOMC meeting scheduled on September 18,

2007.19

20

18 Ip, Greg, "Markets Gyrate As Fed Straddles Inflation, Growth" The Wall Street Journal, August
8, 2007

19 Ip, Greg, "Fed Enters Market To Tamp Down Rate" The Wat! Street Journal, August 9, 2007

20 up, Greg, Robin Side! and Randall Smith, "Fed Offers Banks Loans Amid Crises" The Wall
Street Journal, August 9, 2007
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1 Did the Fed cut  rates as a result  of  the subprime mortgage borrowing

2 crises?

3

4

5

6

7

8

9

10

11

12

Yes. At  i ts  regular ly scheduled meet ing on September 18,  2007,  the

FOMC surprised the investment community and cut both the federal funds

rate and the discount rate by 50 basis points (25 basis points more than

what was anticipated). This brought the federal funds rate down to a level

of 4.75 percent. The Fed's  ac t ion was seen as an ef for t  to curb the

aforementioned slowdown in the economy. Over the course of the next

four months,  the FOMC reduced the Federal funds rate by a total  t75

basis points to a level of 3.00 percent - mainly as a result of concerns that

the economy was slipping into a recession. This included a 75 basis point

reduction that occurred one week prior to the FOMC's meeting on January

13 29, 2008.

14

15 What actions has the Fed taken in regard to interest rates over the past

16

17

18

19

20

21

year?

The Fed made two more  ra te  cu ts  wh ich  inc luded a  75  bas is  po in t

reduction in the federal funds rate on March 18, 2008 and an additional 25

basis point reduction on April 30, 2008. The Fed's decision to cut rates

was based on its belief that the slowing economy was a greater concern

than the current rate of inf lat ion (which the majority of FOMC members

A.

A.

Q.

Q.
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1

2

believed would moderate during the economic slowdown).21 As a result of

the Fed's actions, the federal funds rate was reduced to a level of 2.00

3

4

5

6

7

8

percent. From April 30, 2008 through September 16, 2008, the Fed took

no further action on its key interest rate. However, the days before and

after the Fed's September 16, 2008 meeting saw longstanding Wall Street

firms such as Lehman Brothers, Merrill Lynch and AIG failing as a result of

their subprime holdings. By the end of the week, the Bush administration

had announced plans to deal with the deteriorating financial condition

which had now become a worldwide crisis. The administrations actions9

10

11

12

included former Treasury Secretary Henry Paulson's request to Congress

for $700 billion to buy distressed assets as part of a plan to halt what has

been described as the worst financial crisis since the 1930's22. Amidst this

13

14

15

16

turmoil, the Fed made the decision to cut the federal funds rate by another

50 basis points in a coordinated move with foreign central banks on

October 8, 2008. This was followed by another 50 basis point cut during

the regular FOMC meeting on October 29, 2008. At the time of this

17

18

19

20

writing, the federal funds target rate now stands at 0.25 percent, the result

of a 75 basis point cut announced on December 16, 2008. After FOMC

meetings in January, March and April of 2009, the Fed elected not to

make any changes in the federal funds rate, stating in January that the

21 up, Greg, "Credit Worries Ease as Fed Cuts, Hints at More Relief" The Wall Street Journal,
March 19, 2008

22 Solo ran, Deborah, Michael R. Crittenden and Damian Paletta, "U.S. Bailout Plan Calms
Markets, But Struggle Looms Over Details" The wail Street Journal, September 20, 2008
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1
H23

2

3

4

rate would remain low "for some time. Presently, the Fed's discount

rate is at 0.50 percent, a level not seen since 1940s.24 Based on data

released during the early part of December 2008, the U.S. is now officially

in a recession which began in December of 2007,

5

6

7

Putting this all into perspective, how have the Fed's actions since 2000

affected benchmark rates?

8

9

U.S. Treasury instruments are for the most part still at historically low

levels. The Fed's actions have also had the overall effect of reducing the

10

11

12

cost of many types of business and consumer loans. As can be seen in

Schedule WAR-8, the previously mentioned federal discount rate (the rate

charged to the Fed's member banks), has fallen to 0.50 percent from 2.25

13 percent in 2008.

14

15 What has been the trend in other leading interest rates over the last year?

16

17

18

19

20

As of May 20, 2009, the leading interest rates have all dropped from the

levels that existed a year ago (Attachment C, Value Line Selection 8<

Opinion page 3517). The prime rate has fallen from 5.00 percent a year

ago to 3.25 percent. The benchmark federal funds rate, just discussed,

has decreased from 2.00 percent, in May 2008, to a level of 0.25 percent

Hiisenrath, Jon and Liz Rappaport, "Fed Weighs Idea of Buying Treasurys as Focus Shifts"
The Wall Street Journal, January 29, 2009

23

24 Hilsenrath, Jon, "Fed Cuts Rates Near Zero
December 17, 2008

to Battle Slump" The Wall Street Journal,

A.

A.

Q.

Q.
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1 (as a result of the December 16, 2008 rate cut discussed above). The

2

3

4

yields on all of the non-inflation protected maturities of U.S. Treasury

instruments exhibited in my Attachment C have also decreased over the

past year. A previous trend, described by former Chairman Greenspan as

5 a 'conundrum ,

6

7

in which long-term rates fell as short-term rates

increased, thus creating a somewhat inverted yield curve that existed as

late as June 2007, is completely reversed and a more traditional yield

8

9

10

11

12

13

14

curve (one where yields increase as maturity dates lengthen) presently

exists (Attachment C). The 5-year Treasury yield, used in my CAPM

analysis, has fallen from 3.04 percent, in May 2008, to 2.03 percent as of

May 20, 2009. The 30-Year Treasury constant maturity rate=also

decreased from 4.54 percent over the past year to 4.14 percent. These

current yields are considerably lower than corresponding yields that

existed during the early nineties and at the beginning of the current

15 decade (as can be seen on Schedule WAR-8).

16

17 What is the current outlook for the economy?

18

19

20

Value Line's analysts have become more optimistic in their outlook on the

economy as of late and had this to say in their Quarterly Economic Review

that appeared in the May 29, 2009 edition of Value Line's Selection and

21 Opinionpublication:

25 Wolk, Martin, "Greenspan wrestling with rate 'conundrum'," MSNBC, June 8, 2005

A.

Q.
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We probably have seen the low point in the business cycle, with the
six month period from early last fall through late this winter likely having
marked that trough. The business outlook, which deteriorated steadily
during this time-with housing, auto demand, retail sales, manufacturing,
and on manufacturing all slumping in tandem- has grown less troubling
in recent weeks. The lessening in the recession's clout suggests that the
U.S. gross domestic product, which fell 6.3% in the fourth quarter of
2008 and by 6.1% in the opening period of this year, will decline by less
than half that amount in the quarter that ends on June 30th. It should be
noted that the surveys being issued largely detail a reduction in the
economic downturn's severity, rather than any appreciable pickup in
strength. In our v iew, we are sti l l  months away from a sustained
business upturn. The best that seems ahead in the next 12 to 18 months
is an uneven and understated recovery, with quarterly growth only
gradually rising above 2%. We think it will be late 2010 or early 2011
before the economy really gets rolling.

What is Value Line's outlook for interest rates?

20 A. In the Selection and Opinion publication noted above, Value Line's

21 analysts had this to say:

22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Interest Rates: Late last year, with the threat of a deepening recession,
or worse, increasing by the day, the Federal Reserve voted to lower the
Federal Funds rate (the rate charged on overnight loans between banks)
to near zero. That is where they remain now and are likely to stay for a
year or more. Other short-term interest rates - notably on three-and
six-month Treasury bills . remain negligible, as do yields on money
market funds and bank certificates of deposit of short duration. Longer-
term fixed-income instruments (i.e., 10-year Treasury notes and 30-year
Treasury bonds), where yields are more closely tied to long-range
inflationary expectations, are also low by recent standards, at 3.2% and
4.2%, respectively. Here, though, yields are trending higher, as some
market forecasters opine that inflation will pose a problem later in the
pending business recovery. Time will tell if such worries are justified.
Long-term interest rates are not yet serious competition for stocks, but
they could become so with even a moderate further increase.

38 Q. What is Value Line's opinion on the current rate of inflation?

39 Also in the Selection and Opinion publication noted above, Value Line's

40 analysts had this to say:

41

42

A.

Q.

49



Direct Testimony of William A. Rigsby
Arizona Water Company
Docket NO, W-01445A-08-0440

1
2
3
4
5
6
7
8
9

10
11
12
13

Inflation: The major story here has been the ratcheting down of inflation
since late last year, when declining global economic activity and plunging
oil prices helped bring about selective deflation, or falling prices.
Producer (wholesale) and consumer prices fell further during the opening
quarter of 2009, albeit less sharply than in the preceding three months,
as demand for labor, raw materials, and energy all contracted. The
threat of  def lation now seems to be lessening, as the decline in
economic activity slows. Our sense is that aggregate price changes will
be limited in the second quarter of this year and that inflation will start to
selectively edge higher by the fourth quarter. Somewhat higher producer
and consumer prices are likely in 2010. We think it will be 2011 or 2012,
before there is much chance of an inflation problem.

14 How are water utilities faring in the current economic environment?

15 Although there are some concerns regarding long-term infrastructure

16 requirements, water utilities appear to be doing well according to Value

17 Line analyst Andre J. Costanza. In the October 24, 2008 quarterly update

18 on the water utility industry Mr. Costanza stated the following:

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

The Water Utility Industry has held up relatively well over the past few
months. Although the broad market has been sent into a tailspin by
growing economic uncertainties and a tightening credit market, water
utility stocks have given little, if any, ground, and have thus jumped into
the middle of  the pack of  The Value Line Investment Survey for
Timeliness. Companies here are enjoying an increasingly favorable
regulatory environment, but the primary reason for the share-price
strength boils down to their perceived safety. indeed, because of the
steady stream of income these stocks generate and the necessity for
water itself, the group provides shelter for investors looking to get out of
the treacherous economic waters that have been pulling many under
without having to take too conservative a stance. With no end to the
volatility in sight, these stocks are likely to continue outpacing the broad
market averages over the coming six to 12 months.

34 Mr. Costanza reiterated his sentiments on the water utility industry

35 in the Value Line update published on January 23, 2009:

36
37
38
39
40
41
42
43

Not much has changed in the Water Utility Industry since our October
report. Stocks here have held their ground for the most part, whereas the
broader market continued to struggle with ongoing economic uncertainty.
Although an improving regulatory environment has played a hand, the
industry is really benefiting from the its perceived safety, stemming from
the necessity of water itself as well as the steady stream of income that
the stocks here generate. The group as a whole ranks near the top of the
Value Line Investment Survey for Timeliness and should continue to do

A.

Q.
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well over the next six to 12 months, as investors look for a place to ride
out the economic turbulence that is likely to persist.

4 Mr. Costanza continued to have an upbeat assessment of the water

5 utility industry in the most recent Value Line update published on

6 Arri! 24, 2009:

7
8
9

10
11
12
13
14
15
16
17

Not much has changed in the Water Utility Industry since our October
report. Stocks here have held their ground for the most part, whereas the
broader market continued to struggle with ongoing economic uncertainty.
Although an improving regulatory environment has played a hand, the
industry is really benefiting from the its perceived safety, stemming from
the necessity of water itself as well as the steady stream of income that
the stocks here generate. The group as a whole ranks near the top of the
Value Line Investment Survey for Timeliness and should continue to do
well over the next six to 12 months, as investors look for a place to ride
out the economic turbulence that is likely to persist.

18 After weighing the economic information that you've just discussed, do you

19 believe that the 8.33 percent cost of equity capital that you have estimated

20 is reasonable for AWC?

21 I believe that my recommended 8.33 percent cost of equity will provide

22 AWC with a reasonable rate of return on the Company's invested capital

23 when economic data on interest rates (that are low by historical

24 standards), the current slowdown in growth in new housing construction,

25 and the Fed's abi l i ty to keep inflation in check are al l  taken into

26 consideration. As l noted earlier, the Hope decision determined that a

27 utility is entitled to earn a rate of return that is commensurate with the

28 returns it would make on other investments with comparable risk. I

29 believe that my cost of equity analysis, which is an average of the results

30 of both the DCF and CAPM models, has produced such a return.

A.

Q.
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1 COST OF DEBT

2

3

Have you reviewed AWC's testimony on the Company-proposed cost of

long-term debt?

4 Yes.

5

6

7

8

What cost of long-term debt are you recommending for AWC?

I am recommending that the Commission adopt the Company proposed

cost of debt of 7.31 percent.

9

10 CAPITAL STRUCTURE

11

12

13

Have you reviewed AWC's testimony regarding the Company's proposed

capital structure?

Yes.

14

15

16

17

Please describe the Company's proposed capital structure.

The Company is proposing a capital structure comprised of 50.76 percent

long-term debt and 49.24 percent common equity.

18

19

20

21

22

23

Is AWC's capital structure in line with industry averages?

For the most part, yes. As can be seen in Schedule WAR-9, AWC's

capital structure is definitely in line with the capital structures of the water

utilities in my sample. The capital structures for those utilities averaged

50.4 percent for debt and 49.6 percent for equity. AWC is roughly in line

A.

A.

A.

A.

A.

Q.

Q.

Q.

Q.

Q.
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with the capital structures of the LDC's in my sample. The capital

structures for those utilities averaged 45.9 percent for debt and 54.1

percent for equity (53.4 percent common equity + 0.7 percent preferred

4 equity).

5

6

7

8

9

What capital structure are you recommending for AWC?

I am recommending that the Commission adopt the Company-proposed

capital structure comprised of 50.76 percent long-term debt and 49.24

percent common equity.

10

11 WEIGHTED COST OF CAPITAL

12

13

14

15

16

17

18

How does the Company's proposed weighted cost of capital compare with

your recommendation?

The Company has proposed a weighted cost of capital of 9.81 percent.

This figure is the result of a weighted average of AWC's proposed 7.31

percent cost of long-term debt and 12.40 percent cost of common equity

capital. The Company-proposed 9.81 percent weighted cost of capital is

200 basis points higher than the 7.81 percent weighted cost of capital that

19 I am recommending.

20

21

22

23

A.

A.

Q.

Q.
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1 COMMENTS ON AWC'S COST OF EQUITY CAPITAL

2 TESTIMONY

3

4

5

6

7

8

How does your recommended cost of equity capital compare with the cost

of equity capital proposed by the Company?

The Company's cost of capital witness, Dr. Zepp, is recommending a cost

of  common equity of  12.40 percent. His 12.40 percent cost  of  equity

capital is  407 basis points higher than the 8.33 percent cost  of  equity

capital that I have calculated.

9

10

11

12

13

14

Briefly summarize Dr. Zepp's direct testimony.

Dr. Zepp devotes a large port ion of  his test imony describing the risks

faced by AW C and why the Company's  reques ts  for  a  number  pass

through adjustor mechanisms is justified. The remainder of his testimony

presents the results of his DCF and CAPM analyses.

15

16 What methods did Dr. Zepp use to arrive at his cost of common equity for

17 AWC?

18

19

20

Dr. Zepp used both the DCF and CAPM methods. His DCF analysis

relies on two est imates for the growth component ("g") of the constant

model that I also used in my analysis. Dr. Zepp's DCF results range from

21

22

11.30 percent to 11.90 percent compared with my DCF average of 1087

I n  r e g a r d  t o  t h e  C A P M ,  D r .  Z e p p  a l s o  u s e s  t h e  s a m e

23

percent.

Sharpe/Litner version of the CAPM model that I have used. His CAPM

A.

A.

A.

Q.

Q.

Q.
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1 analysis uses two different market risk premium inputs and his results

2

3

range from 11.80 percent to 12.50 percent compared to my average

CAPM result of 6.28 percent.

4

5 DCF Comparison

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

What are the main reasons for the difference in the results that you

obtained from your DCF analysis and the results that Dr. Zepp obtained

from his DCF analysis using the constant growth model?

Dr. Zepp's dividend yields, based on three and twelve months of observed

stock price movements, are roughly the same as the results l obtained

from my water company sample but are lower than the dividend yields

obtained from my sample of LDC's. The main reason for the difference in

our DCF results are the growth estimates that Dr. Zepp used in his DCF

model. His first growth estimate, which he labels as the "conceptually

correct DCF estimates" is 8.81 percent based on a 3-month dividend yield

and 8.79 percent based on a 12-month dividend yield. His second growth

estimate which, is based on ACC Staff's past approach for calculating a

DCF growth component is 8.31 percent based on a 3-month dividend yield

and 8.29 percent based on a 12-month dividend yield. On average his

growth estimates for the DCF model are 221 basis points higher than the

21 average of my DCF growth estimates.

22

23

A.

Q.
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1

2 Do you agree with Dr. Zepp's estimates of growth?

3 No. I believe that the main reason for the difference in our earnings

4

5

6

7

8

9

10

estimates is that Dr. Zepp is relying only on earnings per share forecasts

as opposed to taking estimates of future growth in earnings, dividends and

book value per share into consideration as l have in developing my DCF

growth estimates (current Value Line estimates of EPS, DPS and BVPS

for the companies included in my water and gas samples can be seen on

my Schedule WAR-6). Reliance on earnings per share estimates alone

would tend to produce the higher results obtained by Dr. Zepp.

11

12 CAPM Comparison

13 What is the difference between the risk-free instrument that Dr. Zepp used

14

15

16

17

18

19

in his CAPM model and the one that you used?

Dr. Zepp used forecasted yields on long-term U.S. Treasury instruments

as the input for the risk-free rate of return component in the CAPM model.

Dr Zepp's average forecasted long-term yield of 4.90 percent is 303 basis

points higher than 1.87 percent average yield of the 5-year treasury

instrument that I relied on.

20

21

22

What are your concerns with Dr. Zepp's use of forecasted yields on long-

term U.S. Treasury instruments for a risk-free rate of return?

A.

A.

Q.

Q.

Q.
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1 Besides the fact that Dr. Zepp relied on forecasts as opposed to actual

2

3

4

current yields (that result from prices for Treasury instruments that factor

in investors' future expectations) I believe that long-term treasury

instruments are not as suitable as intermediate-term instruments. As l

5

6

7

stated earlier in my testimony a good argument can be made that since

utilities in Arizona typically file for rates every three to five years, the yield

on a 5-year U.S. Treasury Instrument is a better proxy for a risk-free rate

8 of return.

9

10

11

12

13

14

15

How did Dr. Zepp's average beta used in his CAPM model compare with

the average beta that you used in yours?

Dr Zepp's average beta for the water companies in his sample averaged

0.98 as opposed to the average 0.82 beta that I used in my CAPM

analysis (which did not rely on three of the water utilities that Dr. Zepp

included in his sample) and the average beta of 0.67 that l obtained from

16 my sample of LDC's.

17

18 Q .

19

20

21

22

23

Has the average for the water utilities that Dr. Zepp included in his sample

changed since the time his testimony was filed?

Yes. The current average beta for the water utilities that Dr. Zepp

included in his sample is now 0.84 as opposed to the average beta of 0.98

that he relied on. The updated average would produce a lower expected

rate of return in Dr. Zepp's CAPM model.

A.

A.

Q.

A.
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1

2

3

4

5

6

How does Dr. Zepp's market risk premium compare with the market risk

premium that you used in your CAPM analysis?

Dr. Zepp relied on two higher market risk premiums which produced an

average risk premium of 7.40 percent as opposed to the average market

risk premium of 5.95 percent that I used. His market risk premiums were

calculated on a narrower range of observed returns as opposed to the

7 range of returns that I relied on.

8

9 How did Dr. Zepp arrive at his final 12.40 percent cost of common equity

10 for AWC?

11

12

13

14

Dr. Zepp's final estimate of 12.40 percent is based upon an average of the

results of his various DCF and CAPM models. In arriving at final cost of

equity figure for AWC, he adds an additional 50 basis points, to take into

account the additional risks that Dr. Zepp believes AWC faces.

15

16

17

18

19

Does your silence on any of the issues, matters or findings addressed in

the testimony of Dr. Zepp or any other witness for AWC constitute your

acceptance of their positions on such issues, matters or findings?

No, it does not.

20

21 Does this conclude your testimony on AWC?

22 Yes, it does.

A.

A.

A.

A.

Q.

Q.

Q.

Q.
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INDUSTRY TIMELINESS: 3 (of 99)

Composite Statistics: Water Utility Industry
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able and timely rate decisions in recent memory. It has
also enacted mechanisms set forth in the Water Action
Plan that ought to reduce outside influences (such as
weather) on usage rates and allow companies to be
compensated for unforeseen expenses, a methodology
which should help generate smoother earnings.

Water utility stocks have remained relatively
trendy in recent months, with investors continu-
ing to flood the industry with cash in an attempt to
seek shelter in its traditionally stable fundamen-
tals and hide out from the broader market volatil-
ity. Momentum is likely to remain strong for the
foreseeable future, as an improving regulatory
environment ought to enable the group to post
solid earnings growth, despite heightened eco-
nomic fears.

Meanwhile, the group's long history of steady
income provision is another selling point in a time
when many outside this realm are being forced to
slash layouts. Although the recent decision by
Southwest Water to reduce its dividend (see page
1798 for details) proves that nobody is immune,
the group, as a whole, has a healthy track record
of income generation even in the toughest of at-
mospheres. That said, the industry ranks near the
pinnacle of the Value Line investment universe,
with a handful of timely issues to choose from.

Longer-term, these stocks lose some of their
luster, however. Not a single issue in this industry
stands out for 3- to 5-year appreciation potential,
with burgeoning infrastructure costs expected to
repress profit margins over that period.

Rising Expense Tides

Flowing Demand Trends

But, while demand and government backing in»
creases, so too will the costs associated with doing
business. Infrastructures are lacking and, in many
cases, require serious maintenance. Add to that increas-
ingly stringent EPA regulations, and the costs of upkeep
is expected to require hundreds of millions of dollars in
investment over the next decade, Unfortunately, many
operating in this arena do not have the cash on hand to
foot the bill, making heavy financing activity a must. As
such, debt and stock issuances will probably be common-
place, diluting shareholder gains. On the other hand, the
high costs of doing business, along with weighty barriers
of entry for new players, is creating opportunities for
some of the larger players willing to forge ahead. M&A
activity has been white hot and will likely remain so
going forward, in our opinion.

Conclusion
Water is a necessity of life, making it a much sought

after commodity. However, the world's fresh water sup-
ply is limited, with many experts predicting that re-
serves in certain areas may begin to dry up sooner than
expected. Obviously, water providers are a vital part of
the process and stand to benefit going forward.

Also, helping to paint a favorable backdrop, is the
recent uptick in support from state regulatory factions.
Indeed, although state regulatory authorities were put
in place to help maintain a balance of power between
customers and providers and to ensure that fair business
practices were followed, many have traditionally sided
with the public, limiting corporate profitability. Never-
theless, regulators, perhaps realizing the importance of
utilities, have done a 180-degree about face and are
putting new guidelines in place to make sure that
providers are fairly compensated. The California Public
Utilities Commission, which oversees business in the
Golden State, is the best example of this, with the
formerly antagonistic board, handing down more favor-

The Water Utility industry looks to be a good a place to
be at this juncture. We suspect that the stocks here will
be far more stable than the broader market indices, with
the aforementioned attributes providing somewhat of an
investment safehaven for the coming six to 12 months.
Still, we advise investors to review the individual re-
ports of each stock before making a financial commit-
ment. We do urge potential investors to pay particular
attention to American States Water, whose endeavors
into non-regulated military bases may well add to the
issue's long~term appeal. Aqua America, meanwhile, is
interesting based on its aggressive acquisition strategy.
That said, we think that investors should keep aneye on
American Water Works, too. Slightly riskier and un-
ranked because of its short trading history, the stock
might well receive a boost if rumors that majority
shareholder RWE will liquidate its position pan out.

Andre .I Costanza
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11.82

3.03

12.74

3.18

13.22

2.68

14.05

3.76

13.97

5.03

15.01

11.71 11.77 11.17 13.33 13.44 13.44 13.44 15,12 15.12 15.1a 15.21 16.75

13.4

.79

5.3%

1 2 8

.84

6.6%

11.6

.78

6.7%

12.6

.79

5.8%

14.5

as

5.5%

15.5

81

5.0%

17.1

.97

4.2%

15.9

1.03

4.2%

16.7

.86

3.9%

183

1.00

3.6%

31.9

1.82

3.5%

23.2

1.23

3.6%

2005
14.06

2.64

1.32

.90

4.24

15.72

16.80

21.9

1.11

3.1%

236.2

22.5

47.0%

50.4%

496%

532.5

713.2

5.4%

8.5%

8.5%

2006 2007 2008 2009 2010 © VALUE UNE PUB., INC

15.76

2.89

1.33

.91

17.49

3.31

1.62

,96

18.42

3.37

1.55

1.00

18.35

3.60

1.80

1.06

19.20

3.80

1.95

1.08

Revenues per sh

"Cash Flow" per sh

Earnings per s h  A

Div 'd DecI'd per sh Bl

21.50

4.60

2.60

1.28

3.91

18.64

2.89

17.53

4.45

17.95

4.25

18.90

4.30

19.45

Cap'l Spending per sh

Book Value per sh

4.50

21.00

17.05 17.23 17.30 18.25 18.75 Common Shs 0uts t 'g c 20.25

27.7

1.50

2.5%

24.0

1.27

2.5%

2 2 6

1.37

2.9%

Bold fig.
Value
est lf

'res are
Line
Ares

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'l Div'd Weld

22.0

1.45

2.2%

268.6

23.1

301.4

28.0

318.7

26.8

335

33.0

360
37.0

Revenues ($milI)
Net Profit ($mill)

435

53.0

40.5%

12.2%

42.6%

8.5%

37.8%

6.9%

39.5%

5.0%

40.0%

5.0%

Income Tax Rate

AFUDC % to Net Profit

4D.0V

5.0%

48.6%

51.4%

46.9%

53.1%

46.2%

53.8%

43.5%

56.5%

46.5%

53.5%

Long-Term Debt Ratio

Common Equity Ratio

45.5%

54.5%

551.6

750.6

569.4

776.4

571.0

825.3

610

870

680
915

TotalCapital ($mill)
Net Plant ($mill)

825

1025

6.0%

8.1%

8.1%

6.7%

9.3%

9.3%

6.4%

8.6%

8.6%

7.0%

9.5%

9.5%

7.5%

10.0%

10.0%

Return on Total Cap'l

Return on Shr. Equity

Return on Com Equity

9.0%

12.5%

12.5%

CAPITAL STRUCTURE as of 12l31lOB
Total Debt $341 8 mill.  Due in 5 Yrs $12.4 mill.
LT Debt $266.5 mill. LT Interest $20.0 mill.
(LT interest earned: 3.2x: total interest
coverage: 3.0x) (48% of Cap'l)

Leases, Uncapitalized: Annual rentals $2.9 mill.
Pension Assets-12/08 $54.2 mill.
Oblig. $94.5 mill.
Pfd Stock None.

Common Stock 17,301,047 she.
MARKET CAP: $575 mi llion (Small Cap)

2007 12/31/082006

7 .3
14 .3

2. 1
66 .9
90 .8

36 .6
75 .3
25 .5

137.4

2 9 3 %

1.7
16.1

1 .6
43 .7
83 .1

29 .1
37 .8
27 .4
94 .3

3 1 4 %

3.2
14.8

1.6
44 .8
84.4

2 4 0
3 2 6
29 .3
85 .9

2 5 8 %

CURRENT POSITION
($MILL.)

Cash Asse ts
Rece ivables
Inv ento ry  (Av g Cs t )
Othe r
7. Jrrent Assets
A :ds  Payable

e t J e
Othe r
" PorTent Liab.
F ix.  Chg.  Cov .

Es!'d '06-'08
to '12-'14

4 . 0 %
6.5%
9 . 5 %
5 . 0 %
3 . 0 %

Pas t
Yrs.
5 . 0 %
6.G%
5 . 5 %
2.0%
5 . 0 %

Pas t
10 Yrs.

4 . 5 %
5 . 5 %
3 . 5 %
1.5%
4 . 5 %

ANNUAL RATES
of change (per sh)
Re v e nue s
"Ca s h F lo w"
E a mi ngs
Div i dends
Bo o k Va lue

Cal-
endar

QUARTERLY REVENUES (s mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

Full
Year

200s

2007

200a

2009

2010

63.0

79.3

80.3

84.0

90.0

75.0

75.8

85.3

90.0

96.0

68.3

74.0

84.2

89.0

96.0

84.3

72.3

68.9

72.0

70.0

268.6

301.4

318.7

335

360

Cal-
endar

EARNINGS PER SHARE A

Mar.31  Jun.  30  Sep.  30  Dec .  31
Full
Year

2006

2007

200s

2009

2010

.30

.35

.43

.46

.50

.32

.44

.26

.47

.5 1

.35

.42

.53

.55

.59

.35

.40

.30

.32

.35

1 .33

1 .62

1.55

1.80

1.95

Cal-
endar

QUARTERLY DIVIDENDS PAID Bl
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2005

2006

2007

2008

2009

.225

.225

.235

.250

.225

.225

.235

.250

.225

.235

.250

.250

.225

.225

.235

.250

.250

.90

.91

.96

1 0 0

173.4

16.1

184.0

18.0

197.5

20.4

209.2

20.3

212.1

11.9

228.0

16.5

48.0% 45.7% 43.0% 38.9% 43.5% 37.4%

51.0%

48.4%

47.5%

51.9%

54.9%

44.7%

52.0%

48.0%

52.0%

48.0%

47.7%

52.3%

328.2

449.8

371.1

509.1

447.6

539.8

444.4

563.3

442.3

602.3

480.4

664.2

6.6%

10.0%

10.1%

6.4%

9.2%

9.3%

6.1%

10.1%

10.1%

6.5%

9.5%

9.5%

4.6%

5.6%

5.6%

5.2%

6.6%

6.8%

2.9%

72%

3.0%

68%

3.6%

65%

3.3%

65%

NMF

113%

1.0%

84%

2.8%

67%

2.7%

67%

3.9%

58%

3.1%

64%

4.0%

59%

4.5%

56%

Retained to Com Eq

All Div'ds to NetProf

6.5%

48%

ere in the  c i ty  o f  Big Bear Lake and in a reas  o f  San Bernardino

County .  Acqui red Chaparra l Ci ty  W ater  o f  Ar izona (10 /00) .  Has

roughly 675 employees. Off icers & directors own 2.5% of common

stock (4108 Proxy). Chairman: Lloyd Ross. President & CEO: Floyd
Wicks. inc: CA. Addr.: 630 East Foothi ll Boulevard, San Dimas, CA

91773. Tele.: 909 394-3600. Internet: wvvw.aswater.com.

BUSINESS:  Amer i c an Sta tes  W ate r  Co .  ope ra tes  as  a  ho lding

company .  Through i ts  pr inc ipa l subs idia ry ,  Go lden Sta te  W ater

Company, i t  supplies water to more than 250,000 customers in 75

communi t i es  in 10  count ies ,  Serv i ce  a reas  inc lude  the  grea te r

metropoli tan areas of Los Angeles and Orange Counties. The com-

pany also provides electric uti li ty services to nearly 23,250 custom-

A m e r i c a n S t a t e s W a t e r ' s n o n -
r e g u l a t e d  f r a n c h i s e  h e l p e d  i t  c l o s e
o u t  2 0 0 8  i n  i m p r e s s i v e  f a s h i o n .  A 1 -
t h o u g h  t h e  w a t e r  u t i l i t y  p r o v i d e r ' s  c o r e
b u s i n e s s  w a s  h a m p e r e d  b y  c o n s e r v a t i o n
e f f o r t s  i n  t h e  G o l d e n  S t a t e  a n d  i n c r e a s e d
e x p e n s e s ,  c o n t i n u e d  p e n e t r a t i o n  o n t o  m i l i -
t a r y  b a s e s  ( w h i c h  a r e  n o t  a s  h e a v i l y  r e g u -
l a t e d )  e n a b l e d  i t  t o  p o s t  e a r n i n g s  o f  $ 0 . 4 3
a  s h a r e  i n  t h e  f o u r t h  q u a r t e r ,  2 3 %  b e t t e r
t h a n  t h e  y e a r  b e f o r e .  C o n s t r u c t i o n  a c t i v i t y
w a s  e s p e c i a l l y  s t r o n g ,  a s  p i p e l i n e s  a r e  s t i l l
b e i n g  i n s t a l l e d  a t  s o m e  r e c e n t l y  a d d e d
l o c a t i o n s .  T o t a l  r e v e n u e s  i m p r o v e d  1 4 % ,  t o
$ 8 4  m i l l i o n .
I t s  t r a d i t i o n a l  b u s i n e s s  s t a n d s  t o i m -

a b l e  A m e r i c a n  t o  r e c o u p  l o s t  w a g e s  a n d
p r o d u c t i o n  c o s t s  n o t  a n t i c i p a t e d  i n  g e n e r a l
r a t e  c a s e  d e c i s i o n s .  A d o p t e d  i n  l a t e  N o -
v e m b e r ,  W R A M  a n d  M C B A  s h o u l d  h e l p  t o
s t a b i l i z e  c o s t s  a n d  p r o d u c e  s m o o t h e r  e a r n -
i n g s  g r o w t h .  I n  a l l ,  w e  a r e  f o r e c a s t i n g  t h a t
t h e  c o m p a n y  w i l l  e a r n  $ 1 . 8 0  a  s h a r e ,  o n
$ 3 3 5  m i l l i o n  i n  r e v e n u e s  i n  2 0 0 9 .
A d d i t i o n a l  r e l i e f  w i l l  l i k e l y  c o m e  n e x t
y e a r . T h e  c o m p a n y  i s  a w a i t i n g  a  r u l i n g  o n
i t s  2 0 0 8  g e n e r a l  r a t e  c a s e  f o r  r e g i o n s  I I
a n d  I I I ,  r e q u e s t i n g  a n  i n c r e a s e  n o r t h  o f
$ 5 0  m i l l i o n .  I f  a p p r o v e d ,  t h e  n e w  r a t e s  a r e
t o  g o  i n t o  e f f e c t  i n  J a n u a r y ,  2 0 1 0 .  T h e
C P U C ' s  r e c e n t  r u l i n g s  l e a v e  u s  o p t i m i s t i c .
T h e  s t o c k  i s  r a n k e d  2  ( A b o v e  A v e r a g e )
f o r  T i m e l i n e s s W e  e x p e c t  A W R  t o
c o n t i n u e  o u t p a c i n g  t h e  b r o a d e r  m a r k e t
o v e r  t h e  c o m i n g  s i x  t o  1 2  m o n t h s .

. b u t  i s  n o t  f o r  e v e r y o n e . A l t h o u g h
t h e  s t e a d y  s t r e a m  o f  i n c o m e  m a y  p i q u e  t h e
i n t e r e s t  o f  i n v e s t o r s  l o o k i n g  t o  s t e e r  c l e a r
o f  t h e  r e c e n t  m a r k e t  v o l a t i l i t y ,  w e  s u s p e c t
t h a t  t h e  f i n a n c i n g  t h a t  w i l l  b e  r e q u i r e d  t o
k e e p  u p  w i t h  a n t i c i p a t e d  b u r g e o n i n g  i n f r a -
s t r u c t u r e  c o s t s  w i l l  l i m i t  3 t o  5  y e a r
s h a r e h o l d e r  g a i n s .
A n d r e J  C o s t a n z a

p r o v e t h i s y e a r .  H i s t o r i c a l l y  a  f o e ,  t h e
s t a t e  r e g u l a t o r y  b o d y ,  t h e  C a l i f o r n i a  P u b -
l i c  U t i l i t i e s  C o m m i s s i o n  ( C P U C ) ,  a p p e a r s
t o  h a v e  c o m e  a r o u n d ,  a d o p t i n g  a  m o r e
b u s i n e s s - f r i e n d l y  a p p r o a c h  a n d  m e t h o d o l -
o g y  t h a t  p r o v i d e s  u t i l i t i e s  w i t h  t h e  m e a n s
t o  m i t i g a t e  t h e  r i s k s  o f  w e a t h e r  f l u c t u a -
t i o n s  a n d  t h e  e f f e c t s  o n  w a t e r  c o n s u m p -
t i o n .  S p e c i f i c a l l y ,  t h e  b o a r d  i m p l e m e n t e d
t h e  w a t e r  r e v e n u e  a d j u s t m e n t  m e c h a n i s m
( W R A M ) a n d a  m o d i f i e d  c o s t  b a l a n c i n g  a c -
c o u n t i n g  ( M C B A )  p r i n c i p a l  t h a t  w i l l  e n - A p r i l  2 4 , 2 0 0 . 9
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(A) Primary earnings. Excludes nonrecunfng (B) Dividends historically paid in early March,
gains(losses): '91, 73¢, '92, 13¢, '04, 14¢, '05, June, September, and December. I Div'd rein-
25¢, '06, 6¢, '08, (27¢). Next earnings report vestment plan available.
due early May. May not add due to rounding. (C) In millions, adjusted for splits.
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Return
18%
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Options
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2007
17.76

3.12

1.50

116

3.68

18.50

20.67

26.1

1.39

3.0%

387.1

31.2

39.9%

8.3%

42.9%

565%

674.9

1010.2

5.9%

84%

8,1%

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
13.34

2.25

1.35

.96

12.59

2.02

1.22

.99

13.17

2.07

1.17

1.02

14.48

2.50

1.51

1.04

15.48

2.92

1.83

1.06

14,76

2.60

1.45

1.07

15.96

2.75

1.53

1.09

16.16

2.52

1.31

1.10

16.26

2.20

.94

1.12

17.33

2.65

125

1.12

16.37

2.51

1.21

1.12

17.18

2.83

1.46

1.13

17.44

3.03

1.47

1.14

2.53

10.90

2.26

11.56

2.17

11.72

2.83

12.22

2.61

13.00

2.74

13.38

3.44

13.43

2.45

12.90

4.09

12,95

5.82

13.12

4.39

14.44

3.73

15.56

4.01

15.79

11.38 12.49 12.54 12.62 12.62 12.62 12.94 15.15 15.18 1518 18.93 18.37 18.39

13.6

.80

52%

14.1

.92

5.8%

13.7

.92

6.4%

11.9

.75

5.8%

12.6

.73

4.6%

17.8

.93

4.2%

17.8

1.01

4.0%

19.6

1.27

43%

27.1

1.39

4.4%

19.8

1.08

4.5%

22.1

1.26

4.2%

20.1

1.08

3.9%

24.9

1.33

3.1%

2006
16.20

2.11

1.34

1.15

4.28

18.15

20.66

29.2

1.58

2.9%

334]

25.6

37.4%

10.6%

43.5%

55,9%

670.1

941.5

5.2%

5.8%

6.8%

2008
19.80

3.72

1.90

1.17

4.82

19.44

20.72

19.8

1.20

3.1%

410.3

39.8

37.7%

8.5%

41.6%

58.4%

690.4

1112.4

7.1%

9.9%

9.9%

2009 2010 ©VALUE USE PUB., INC

21.20

3.95

2.05

1.18

22.10

4.10

2.15

1.19

Revenues per sh

"Cash FloW" per sh

Earnings perch A

Div'd DecI'dpersh B-

24.45

4.65

2.65

1.34

4.75

19.90

4.00

20.60

Cap'l Spending per sh

Book Value per sh c

5.00

22.20

21.00 21.25 Common She 0utst'g D 22.50

Bold fig

Value

destin

:res are

Ume

ages

Avg Ann'I PIE Ratio

Relative PlE Ratio

Avg Ann 't Div'd Weld

21.0

1.40

2.4%

445

43.0

470
46.0

Revenues ($mill)
Net Profit ($miII)

550

60.0

38.0%

8.5%

38.5%

8.5%

Income Tax Rate

AFUDC % to Net Profit

39.0%

8.5%

48.0%

52.0%

47.5%

52.5%

Long-Term Debt Ratio

Common Equity Ratio

45.0%

55.0%

805

1175

835
1235

Total Capital ($mill)
Net Plant ($miII)

950

1425

7.0%

10.5%

10.5%

7.0%

10.5%

10.5%

Return on Total Cap'l

Return on Shr. Equity

Returnon Com Equity

8.0%

12.0%

12.0%

CAPITAL STRUCTURE as of 12/31/08
Total Deht $330.3 mill. Due in 5 Yrs $70.9 mill.
LT Debt $287.5 mill. LT Interest $20.6 mill.

(LT interest earned: 4.4x, total inf. coy.: 4.1x)

Pension Assets-12/08$66.9 mill.

Oblig. $192.9 mill.
Pfd Stock None

Common Stock 20,723,952 she.
as of 2/23/09

MARKET CAP: $750 million (Small Cap)

2006 2007 12/31/08

60.3
49.3

109.6

33.1
1 .8

35.3
70.2

290°/

6.7
53.3
60.0

36.7
2.7

30.3
69.7

333%

13.9
65.9
79.8

41.8
42.8
35.8

123.2

398%

CURRENT POSITION
($MlLL.)

Cash Assets
Other
Current Assets

Accts Payable
Debt Due
Other
Current Liab.

Fix. Chg. Cov.

Past
10 Yrs.

2.0"/
2.0%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Eamings
Dividends
Book Value

1.0%
4.0%

Past Est'd 'UG-'0B
Yrs. to '12-'14
1.5% 5.5%
5.5% 6.5%
7.0% 9.0%
0.5% 2.5%
6.5% 3.0%

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2006

2001
2008

2009

2010

65.2

71.6

72.9

80.0

85.0

81.1

95.8

105.6

115

120

107.8

113.8

131.7

140

150

80.5

85.9
100.1

110

115

334.7

367.1
410.3

445

470

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2006

2001

2008

2009

2010

.31

.39

.35

.39

.40

.04

.07

.Of

.08

.10

.31

.37

.48

.53

.55

.68

.67
1.06

1.05

1.10

1.34

1.50

1.90
2.05

2.15

Cal-
endar

QUARTERLY DIVIDENDS PAID BI
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2005

2006

2007

2008

2009

.285

.2875

.290

.293

.285

.2875

.290

.293

.285

.2875

.290

.293

.285

.2875

.290

.293

.295

144

1,15

1.16

1.17

206.4

19.9

244.8

20.0

246.8

14.4

263.2

19.1

277.1

19.4

315.6

26.0

320.7

27.2

37.9% 42.3% 39.4% 39.7% 39.9%

10.3%

39.6%

3.2%

42.4%

3.3%

46.9%

52.0%

48.9%

50.2%

50.3%

48.8%

55.3%

44.0%

50.2%

49.1%

48.6%

50.8%

48.3%

51.1%

33388

515.4

388.8

582.0

402.1

624.3

453.1

697.0

498.4

759.5

565.9

800.3

56B.1

862.7

7.8%

11.2%

11.4%

8.8%

10.0%

10.1%

5.3%

7.2%

7.2%

5.9%

9.4%

9.5%

5.6%

7.8%

7.9%

6.1 %

8.9%

9.0%

6.3%

9.3%

9.3%

3.5%

70%

1.8%

82%

NMF

119%

1.0%

90%

.7%

91%

2.1%

77%

2.1%

78%

1.0%

86%

1.8%

77%

3.8%

61%

4.5%

58%

4.5%

55%

Retained to Com Eq

All Div'ds to Net Prof

6.0%

50%

BUSINESS: California Water Service Group provides regulated and

nonregulated water service to roughly 463,600 customers in 83

communities in California, Washington, New Mexico, and Hawaii.

Main service areas: San Francisco Bay area. Sacramento Valley,

Salinas Valley, San Joaquin Valley & parts of Los Angeles. Ac-

quired Rio Grande Corp; West Hawaii Utilities (9l08). Revenue

breakdown, '08: residential, 69%. business, 18%, public authorities,

5%, industrial, 5%, other, 3%. '08 reported depreciation rate: 2,4°/1.
Has roughly 929 employees. Chairman: Robert W. Foy, President &

CEO: Peter C. Nelson (4109 Proxy). Inc.: Delaware. Address: 1720
North First Street, San Jose, California 95112-4598. Telephone:

408-367-8200. Internet: w~Am.calwatergroup.com.

C a l i f o r n i a  W a t e r  S e r v i c e  G r o u p  r a n
i n t o  s o m e  u n f o r e s e e n  p r o b l e m s  i n  t h e
f i n a l q u a r t e r  o f  2 0 0 8 . A l t h o u g h  r e c e n t
r egu l a t o r y  r u l i ngs  he l ped  t he  w a t e r  u t i l i t y
prov i der  pos t  a  handsom e 16%  top- l i ne ad-
v anc e ,  p r oduc t i on  and  m a i n t enanc e  c os t s
b a l l o o n e d .  A s  a  r e s u l t ,  e a r n i n g s  d i s -
a p p o i n t e d ,  c o m i n g  i n  2 0 %  b e l o w  o u r  e s -
t i m ate  and 10%  of f  l as t  year ' s  m ark .
W e l o o k  f o r e a r n i n g s g r o w t h t o
r e s u m e  t h i s  y e a r ,  h o w e v e r ,  t o  t h e  t u n e
o f  r o u g h l y 8 % .  T h e  r e g u l a t o r y  e n v i r o n -
m e n t h a s evolved g r e a t l y  i n recent
m o n t h s ,  w i t h  t h e  C a l i f o r n i a  P u b l i c  U t i l i -
t i e s  C o m m i s s i o n  ( C P U C )  i m p l e m e n t i n g  a
r a te  i nc r eas e  on  t he  c om pany ' s  2007  gen-
e r a l  r a t e  c as e ,  w h i c h  s hou l d  add  $47  m i l -
l i o n  t o  t h e  l e d g e r  a n n u a l l y .  M e a n w h i l e ,
t h e  b o a r d  a l s o  i n s t i t u t e d  a  w a t e r  r e v e n u e
ad j us tm ent  m ec han i s m  ( W RA M )  as  we l l  as
a m odi f i ed  cos t - ba l anc i ng account i ng  pr i n -
c i p l e  M C B A ) .  W R A M  b a s i c a l l y  d e c o u p l e s
s a l e s  f r o m  r e v e n u e s ,  e n a b l e s  u t i l i t i e s  t o
rec ov er  wages  be l ow ra tes  adopted i n  gen-
e r a l  r a t e  a s s u m p t i o n s ,  w h i l e  t h e  M C B A
com ponent  a l l ows  for  the recovery  o f  prod-
uc t i on cos ts ,  such as  purchased water .  We
l o o k  f o r  t h e  c o m p a n y  t o  e a r n  $ 2 . 0 5  a

s h a r e ,  o n  $ 4 4 5  m i l l i o n  i n  r e v e n u e s ,  w i t h
the new procedures  i n  p l ace.
W a l l  S t r e e t  w a s  n o t  h a p p y  w i t h  t h e
l a t e s t  e a r n i n g s m i s s  . .  C W T  h a s  s u n k
near l y  10%  s i nc e our  J anuary  r epor t .

. b u t  t h e  s t o c k  r e m a i n s  f a v o r a b l y
r a n k e d  ( Z :  A b o v e  A v e r a g e )  f o r  T i m e l i -
n e s s .  T h e  a d o p t i o n  o f  t h e  W R A M  a n d
M C B A  p r i n c i p l e s  a r e  e x p e c t e d  t o  p r o v i d e
smoother , m o r e pred i c tab l e ear n i ngs
g r o w t h  g o i n g  f o r w a r d ,  w h i c h  o u g h t  t o  a p -
pea l  t o  i nv es t o r s  s eek i ng  s he l t e r  f r om  t he
t u r b u l e n t  m a r k e t  e n v i r o n m e n t .  L i k e w i s e ,
CWT's  s teady  d i v i dend i s  a boon.
N e v e r t h e l e s s ,  t h e  i s s u e  h o l d s  l i m i t e d
3- t o  5 - y e a r  a p p r e c i a t i o n  p o t e n t i a l .
W a t e r  d i s t r i b u t i o n  i s  a  c a p i t a l - i n t e n s e
b u s i n e s s ,  w i t h  a g i n g  i n f r a s t r u c t u r e s  a n d
g r o w i n g  E P A  r e q u i r e m e n t s  f a c i l i t a t i n g
h e a v y  i n v e s t m e n t s  t h a t  t h e  c o m p a n y  i s
c u r r e n t l y  i l l  e q u i p p e d  t o  m e e t .  E q u i t y  a n d
d e b t  i s s u a n c e s  w i l l  l i k e l y  r e m a i n  c o m -
m o n p l a c e ,  s u c h  a s  t h e  $ 1 0 0  m i l l i o n  b o n d
o f f e r i n g  t h a t  m a n a g e m e n t  i n t e n d s  t o  u n -
v e i l ,  I ndeed,  the  i nc r eas ed f i nanc i ng  c os ts
a r e  l i k e l y  t o  k e e p  b o t t o m  l i n e  g r o w t h  u n -
der  wraps  for  the foreseeabl e  fu ture .
A ndr e  . I  Cos tanz a A p r i l 24, 2 0 0 9

31.4
21.5

Target Price Range
2012 2014

80

60
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(A) Basic EPS. Excl. nonrecurring gain (loss):
'00, (7¢), '01, 4¢, '02, 8¢. Next earnings report
due early May.

(B) Dividends historically paid in mid-Feb.,
May, Aug., and Nov. l Div'd reinvestment plan
available.

C) Incl. deferred charges. In '08: $3.9 mill.,
191st.

(D) In millions, adjusted for split.

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predidabiiity

B++
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1 .7 0

. 4 2

.24

.21

1 . 8 2

. 4 2

. 2 6

.21

1 . 8 4

. 4 7

. 2 9

. 2 2

1 . 8 6

. 5 0

. 3 0

. 2 3

2 . 0 2

. 5 6

.3 4

.2 4

2 . 0 9

.61

. 4 0

. 2 6

2 . 4 1

. 7 2

. 4 2

. 2 7

2 . 4 6

. 7 6

. 4 7

. 2 8

2 . 7 0

. 8 6

. 5 1

. 3 0

2 . 8 5

.94

.5 4

. 3 2

2 . 9 7

e s

. 5 7

. 3 5

3 . 4 8

1 .0 9

.64

. 3 7

3 . 8 5

1 .2 1

.71

. 4 0

4 . 0 3

1 .2 6

. 7 0

.44

4 . 5 2

1 .3 7

.71

. 4 8

4 . 6 3

1 .4 2

. 7 3

. 5 1

4 . 9 5

1 . 5 5

. 8 0

. 5 4

5 . 3 0

1 .65

. 9 0

. 5 6

Re v e n u e s  p e r  s h

" Ca s h  F l o W "  p e r  s h

Ea r n i n g s  p e r  s h  A

D i v ' d  De c l ' d  p e r  s h B l

6 . 5 0

2 . 1 0

1 . 2 5

. 6 2
. 4 7

2 . 2 9

. 4 6

2 . 4 1

. 5 2

2 . 4 6

. 4 8

2 . 6 9

. 5 8

2 .8 4

. 8 2

3 . 2 1

. 9 0

3 . 4 2

1 .1 6

3 . 8 5

1 .0 9

4 . 1 5

1 .2 0

4 . 3 5

1 . 3 2

5 . 3 4

1 .54

5 . 8 9

1 .84

8 . 3 0

2 . 0 5

5 . 9 6

1 .7 9

7 . 3 2

1 9 8

7 . 8 2

2 .0 5

8 . 1 5

2 . 1 0

8_55

C a p ' l Sp e n d in g  p e r s h

B o o k  V a l u e p e r  s h

2 .1 5

1 0 . 6 0

5 9 . 4 0 5 9 . 7 7 6 3 .7 4 6 5 . 7 5 5 7 . 4 7 7 2 . 2 0 1 0 6 .8 0 1 1 1 . 8 2 1 1 3 .9 7 1 1 3 . 1 9 1 2 3 . 4 5 1 2 7 .1 8 1 2 8 . 9 7 1 3 2 .3 3 1 3 3 . 4 0 1 3 5 .3 7 1 3 6 . 0 0 1 3 6 . 5 0 C o m m o n  S h s  0 u t s t ' g  c 1 3 8 . 0 0
14 .4

. e s

5.9%

1 3 . 5

. 8 9

8.0%

1 2 . 0

.80

6 2 %

1 5 .6

. 9 8

4 .9 %

1 7 .8

1 . 0 3

3.9%

2 2 5

1 . 1 7

2 .9 %

2 1 . 2

1 .2 1

3 .0 %

1 8 . 2

1 . 1 8

3 .3 %

2 3 . 6

1 .2 1

2 .5 %

2 3 . 6

1 .2 9

2 .5 %

2 4 . 5

1 4 0

2 .5 %

2 5 . 1

1 .3 3

2 .3 %

3 1 . 8

1 .6 9

1 .8%

3 4 . 7

1 . 8 7

1 .8%

3 2 . 0

1 . 7 0

2 .1 %

2 4 . 9

1 .5 1

2 .8 %

Bold fig
Valu
erin

res are
Line
Ares

Av g  An n ' l  PIE Ra t io

Re l a t i v e  P IE Ra t i o

A v g  A n n ' l Div 'd  Yie ld

2 5 . 0

1 . 6 5

1 .9%

C A P I T A L S T R U C T U R E  a s  o f  1 2 / 3 1 / 0 8
T o t a l  De b t $ 1 3 3 6 . 0  m i l l .  Du e  i n  5  Y r s  $ 2 4 3 . 9  m i l l .
L T  D e b t $ 1 2 4 8 1  m i l l . L T  I n t e r e s t $ 6 5 . 0  m i l l .
( L T in terest e a r n e d :  3 . 4 x,  t o t a l  i n t e r e s t  c o v e r a g e :
3 . 4 x ) ( 5 4 %  o f  Ca p ' l )

P e n s i o n A s s e t s - 1 2 / 0 8 $ 1 1 2 . 2  m i l l .
Ob l i g .  $ 2 0 4 . 7  m i l l .

P f d S t o c k  N o n e
C o m m o n  S t o c k 1 3 5 , 4 1 3 , 4 0 7  s h a r e s
a s o f  2 / 1 0 / 0 9

M A R K E T  C A P :  $ 2 . 6  b i l l i o n ( M i d  C a p )

2 5 7 . 3

4 5 . 0

2 7 5 . 5

5 0 . 7

3 0 7 . 3

5 8 . 5

3 2 2 . 0

6 2 . 7

3 6 7 . 2

6 7 . 3

4 4 2 . 0

8 0 . 0

4 9 6 . 8

91 .2

5 3 3 . 5

9 2 . 0

5 0 2 . 5

9 5 . 0

6 2 7 . 0

9 7 . 9

6 7 5

1 1 0

7 2 5

1 2 5

Revenues ($miII)
Net Profit (smile)

9 0 0

1 7 0

38.4% 38.9% 39.3% 38.5% 3 9 .3 % 3 9 .4 % 38.4% 39.6% 38.9%

2.9%

39.7%

3.1%

3 9 .0 %

3 .5 %

3 9 .0 %

3 .2 %

In c o me  T a x Ra t e

AF UDC %  t o  Ne t  Pr o f i t

3 9 .0 %

2 .5 %

5 2 .9 %

4 6 .7 %

5 2 .0 %

4 7 .8 %

52.2%

4 7 .7 %

54.2%

45.8 /»
5 1 .4 %

4 8 . 6 %

50.0%

50.0%

52.0%

4 8 .0 %

51.6%

4 8 .4 %

55.4%

4 4 .6 %

5 4 .1 %

4 5 .9 %

5 3 .5 %

4 6 .5 %

52.5%

4 7 .5 %

L o n g - T e r m De b t  Ra t io

Co mmo n  Eq u i t y  Ra t i o

4 9 . 0 %

5 1 .0 %

7 8 2 . 7

1135 .4

9 0 1 . 1

1 2 5 1 .4

9 9 0 .4

1 3 6 8 .1

1 0 7 6 . 2

1 4 9 0 . 8

1 3 5 5 . 7

1 8 2 4 . 3

1 4 9 7 .3

2 0 6 9 .8

1690 .4

2 2 8 0 .0

1904 .4

2 5 0 6 .0

2 1 9 1 .4

2 7 9 2 .8

2 3 0 6 .6

2 9 9 7 .4

2 3 8 5

3 1 5 0

2 4 7 0

3 3 0 0

Total Capital ($mill)
Net play (mill)

2 8 6 5

3 5 0 0

7 .6 %

1 2 2 %

12.3%

7 .4 %

11.7%

11.7%

7.8%

12.3%

12.4%

7.6%

1 2 7 %

12.7%

6 .4 %

1 0 2 %

10.2%

6 .7 %

10.7%

10.7%

6.9%

11.2%

11.2%

6 .4 %

10.0%

10.0%

5 .9 %

9.7%

9.7%

5.7%

9.3%

9.3%

5 .5 %

10.0%

10.0%

6.0%

1 0 . 5 %

10 .5%

Re t u r n  o n  T o t a l  Ca p ' l

Re t u r n  o n  Sh r .  Eq u i t y

Re t u r n  o n  Co m  Eq u i t y

6 .5 %

1 1 . 5 %

11 .5%

2 0 0 7  1 2 / 3 1 / 0 82 0 0 s

1 4 . 9
8 4 . 5

9 . 8
1 1 . 8

1 2 1 . 0

5 0 . 0
8 7 . 9
5 5 . 3

1 9 3 . 2

3 2 9 %

1 4 . 5
8 2 . 9

8 . 8
9 . 3

1 1 5 . 5

4 5 . 8
8 0 . 8
5 6 . 6

1 8 3 . 2
3 2 3 %

4 4 . 0
7 2 . 1
1 0 . 2

8 . 4
1 3 4 . 7

4 9 . 4
1 5 0 . 4

5 5 . 8
2 5 5 . 6

3 5 2 %

C U R R E N T  P O S I T I O N
( $ m l L L )

C a s h  A s s e t s
R e c e i v a b l e s
I n v e n t o r y  ( A v g C s t )
O t h e r
C u r r e n t  A s s e t s

A c c t s  P a y a b l e
D e b !  D u e
O t h e r
C u r r e n t  L i a b .

F i x .  C h g .  C o v .

4 .3 %

6 5 %

4 .7 %

6 0 %

5.1%

59%

5.2%

59%

4 .2 %

5 9 %

4 .6 %

5 7 %

4 .9 %

56%

3.7%

63%

3.2%

67%

2 .8 %

7 0 %

2 .5 %

6 7 %

3 . 0 %

6 0 %

Re t a i n e d  t o  Co m Eq

Al l  D i v ' d s  t o  Ne t  Pr o f

5 .0 %

4 7 %

B U S I N E S S : A q u a  A m e r i c a ,  I n c .  i s  t h e  h o l d i n g  c o m p a n y  f o r  w a t e r

a n d  w a s t e w a t e r  u t i l i t i e s  t h a t  s e r v e  a p p r o x i m a t e l y  2 . 8  m i l l i o n  r e s i -

d e n t s  i n  P e n n s y l v a n i a ,  O h i o ,  N o r t h  C a r o l i n a ,  I l l i n o i s ,  T e x a s ,  N e w

J e r s e y ,  F l o r i d a ,  I n d i a n a ,  a n d  l i v e  o t h e r  s t a t e s .  D i v e s t e d  t h r e e  o f
f o u r  n o n - w a t e r  b u s i n e s s e s  i n  ' 9 1 ,  t e l e m a r k e t i n g  g r o u p  i n  ' 9 3 ,  a n d

o t h e r s .  A c q u i r e d  A q u a S o u r c e ,  7 / 0 3 ,  C o n s u m e r s  W a t e r ,  4 / 9 9 , a n d

o t h e r s .  W a t e r  s u p p l y  r e v e n u e s  ' 0 8 :  r e s i d e n t i a l ,  8 0 % ,  c o m m e r c i a l ,

1 4 % '  i n d u s t r i a l  &  o t h e r ,  2 6 % .  O f f i c e r s  a n d  d i r e c t o r s  o w n  1 . 3 %  o f

t h e  c o m m o n  s t o c k  ( 4 1 0 9  P r o x y ) .  C h a i r m a n  &  C h i e f  E x e c u t i v e  o f -

f i c e r :  N i c h o l a s  D e B e n e d i c t i s .  i n c o r p o r a t e d :  P e n n s y l v a n i a .  A d d r e s s :

7 6 2  W e s t  L a n c a s t e r  A v e n u e ,  B r y n  M a w r ,  P e n n s y l v a n i a  1 9 0 1 0 .  T e l -

e p h o n e :  6 1 0 - 5 2 5 - 1 4 0 0 .  In t e r n e t :  w w w . a q u a a m e r i c a . c o m .

A q u a  A m e r i c a  c o m p l e t e d  2 0 0 8  o n  a
s o l i d  n o t e .  O n  a  y e a r - o v e r - y e a r  c o m p a r a -
t i v e  b a s i s ,  r e v e n u e s  i n c r e a s e d  4 %  a n d
e a r n i n g s  a d v a n c e d  3 %.  T h e s e  g a i n s  w e r e
m o s t l y  d u e  t o  c u s t o m e r s  o b t a i n e d  t h r o u g h
a c q u i s i t i o n s , a n d su cce ss fu l c o u r t -
m a n d a t e d  r a t e - i n c r e a s e  a d j u s t m e n t s .  O f f -
s e t t i n g  s o m e  o f  t h e s e  g a i n s  w e r e  r i s i n g
c o s t s  f o r  c h e m i c a l s  a n d  f u e l  d u r i n g  t h e
y e a r ,  a n d  i n c re a s e d  o u t l a y s  f o r  p i p e  re p a i r ,
m o s t  o f  w h i c h  o c c u r r e d  d u r i n g  t h e  f o u r t h
q u a r t e r . S t i l l , b y d i v e s t i n g u n d e r -
p e r f o r m i n g  a s s e t s  i n  V i r g i n i a  a n d  T e x a s ,
m a n a g e m e n t  w a s  a b l e to m i t i g a t e  t h e  i m -
p a c t  o f  t h e  co s t  in c re a se s .
T h e  c o m p a n y  s h o u l d  b e  a b l e  t o  b u i l d
o n  t h i s  m o m e n t u m  i n  2 0 0 9 . I n d e e d ,
s e v e ra l  r a t e - r e l i e f  c a s e s  s h o u l d  b e  d e c i d e d
o v e r  t h e  c o m i n g  m o n t h s ,  a n d  s h o u l d  a d d
$ 1 5  m i l l i o n - $ 2 0  m i l l i o n  t o  t h e  t o p  l i n e
t o w a r d  t h e  l a t t e r  h a l f  o f  t h e  y e a r  i f  d e -
c i d e d  i n  A q u a  A m e r i c a ' s  f a v o r .  A d d i t i o n a l
r a t e  i n c r e a s e  p e t i t i o n s  f o r  u p w a r d s  o f  $ 7 0
m i l l i o n  w i l l  a l s o  b e  f i l e d  d u r i n g  t h e  y e a r .
T o o ,  t h e r e  w i l l  l i k e l y  b e  f u r t h e r  a c q u i s i -
t i o n s ,  a s  t h e  c o mp a n y ' s  g ro w t h  s t r a t e g y  i n -
c l u d e s  p u r c h a s i n g  a v a i l a b l e  u t i l i t i e s  a n d
m a k i n g  i n f r a s t r u c t u r e  i m p r o v e m e n t s  i n

o r d e r  t o  o b t a i n  r a t e  r e l i e f  j u d g m e n t s .  T h i s
s h o u l d  b e n e f i t  t h e  c o m p a n y ' s  c o s t  s t r u c -
t u r e  a n d  b r o a d e n  i t s  c u s t o m e r  b a s e .  E x -
p e n s e s  s h o u l d  a l s o  m o d e r a t e  a s  c o s t s  f o r
f u e l  a n d  c h e m i c a l s  h a v e  l e v e l e d  r e c e n t l y
W e a r e  i n s t i t u t i n g  t o p -  a n d  b o t t o m -
l i n e  e s t i m a t e s  o f  $ 7 2 5  m i l l i o n  a n d
$ 0 . 9 0  f o r  2 0 1 0 . w i t h  t h e  m a j o r i t y  o f  i t s
r a t e  c a s e s  u n c o n t e s t e d ,  t h e  a v e r a g e  n i n e -
m o n t h  t u r n a r o u n d  f o r  r a t e  r e l i e f  d e c i s i o n s
s h o u l d  b e g i n  t o  a d d  t o  s a l e s  a n d  e a r n i n g s
in  e a r l y  2 0 1 0 .  T h e s e  p r i c e  i n c re a s e s  s h o u ld
o f f s e t  t h e  h i g h e r  c a p i t a l  e x p e n d i t u r e s  t h a t
a r e  l i k e l y  t o  o c c u r ,  a s  A q u a  c o n t i n u e s  t o
p u r c h a s e  p l a n t s  t h a t  i t  b e l i e v e s  w i l l  b e
p r o f i t a b l e  a f t e r  t h e  c o m p a n y ' s  i n f r a s t r u c -
t u r e  i m p r o v e m e n t s  h a v e  b e e n  m a d e .
T h e s e  s h a r e s  a r e  r a n k e d  A b o v e  A v e r -
a g e  ( 2 )  f o r  T i m e l i n e s s , b u t  m o s t  o f  t h e
g a i n s  w e  p r o j e c t  o v e r  t h e  c o m i n g  3 -  t o  5 -
y e a r  s t r e t c h  a r e  a l r e a d y  d i s c o u n t e d  i n  t h e
c u r r e n t  q u o t a t i o n .  H o w e v e r ,  t h i s  s t o c k  h a s
a  s t e a d y ,  t h o u g h  u n e x c i t i n g ,  d i v i d e n d
y i e l d ,  a n d  w h i l e  i t  h o l d s  a n  A v e r a g e  ( 3 )
r a n k  f o r  S a f e t y ,  i t ' s  h i g h  s c o r e s  f o r  E a r n -
i n g s  P r e d i c t a b i l i t y  a n d  P r i c e  S t a b i l i t y
s h o u ld  a p p e a l  t o  c o n s e rv a t i v e  i n v e s t o rs .
J o h n D .  B u r k e A p r i l  2 4 , 2 0 0 9

Past
Yrs.
9.0%
8.0%
5.5%
8.0%

10.0=/

Est'd '06-'08
to'12-'14

6.5%
7.5%

10.0%
3.5%
6.5%

ANNUALRATES
of change (per sh)
Revenues
"Cash Flow"
Eamings
Dividends
Book Value

Past
10YrS.

8.0%
9.5%
7.5%
7.0%
9.5%

C a l -
e n d a r

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

F u l l
Y e a r

2 0 0 5

2 0 0 7

2 0 0 8

2 0 0 9

2 0 1 0

1 3 6 . 9

1 4 9 . 1

1 5 9 . 6

1 7 5

1 8 5

1 3 1 . 7

1 5 0 . 6

1 5 1 . 0

1 6 0

1 7 5

1 4 7 . 0

1 6 5 . 5

1 7 7 . 1

1 9 0

2 0 5

1 1 7 . 9

1 3 7 . 3
1 3 9 . 3

1 5 0

1 6 0

5 3 3 . 5

6 0 2 . 5

6 2 7 . 0

6 7 5

7 2 5

C a l -
e n d a r

EARNINGS PER SHARE A

M a r . 3 1 J u n . 3 0  S e p . 3 0 D e c . 3 1
Full
Year

2 0 0 6

2 0 0 1

2 0 0 8

2 0 0 9

2 0 1 0

. 2 1

. 2 2

. 2 6

. 2 s

. 3 0

. 1 9

. 1 9

. 1 9

. 2 0

. 2 3

. 1 7

. 1 7
. 1 7

. 1 9

. 2 2

. 1 3

. 1 3

. 1 1

. 1 3

. 1 5

. 7 0

. 7 1

. 7 3

. 8 0

. 9 0

C a l -
e n d a r

QUART ERL Y  DIVIDENDS PAID B l

M a r . 3 1  J u n . 3 0  S e p . 3 0 D e c . 3 1
Full
Year

2005

2005

2007

2008

2009

. 0 9 8

. 1 0 7

. 1 1 5

. 1 2 5

. 0 9 8

. 1 1 5

. 1 2 5

1 2 5

. 1 0 7

. 1 1 5

. 1 2 5

. 1 3 5

. 0 9 8

. 1 0 1

. 1 1 5

. 1 2 5

. 1 3 5

4 0

. 4 4

. 4 8

. 5 1

2 ¢ .  Ne x t  e a r n i n g s  r e p o r t  d u e  e a r l y  M a y .
( B ) Di v i d e n d s  h i s t o r i c a l l y  p a i d  i n  e a r l y  M a r c h ,
J u n e ,  S e p t .  &  D e c .  l  D i v ' d .  r e i n v e s t m e n t  p l a n
a v a i l a b l e  ( 5 %  d i s c o u n t ) .

(C) In millions, adjusted for stock splits, Company's Financial Strength
Stock'sPrice Stability
PriceGrowth Persistence
Earnings Predictability

B+
95
70

100

1 2 . 0
6 . 3

Target Price Range
2012 2014
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1111111
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_ 6

all

:.11....

Percent
shares
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15
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5 1111 IIII.II

I

HIIII
III

III
III
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"2-14

(A) Primary shares outstanding through '96,
diluted thereafter. Excl. nor rec. gains (losses):
'92, t3B¢), '99. 111¢). '00, 2¢, .01, 2¢, '02, 5¢.
'03, 4¢. Excl. gain from disc operations: '96,
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INDUSTRY TIMELINESS: 5 (of 99)

Composite Statistics: Natural Gas Utility

2005 2006 2007 2008 2009 2010 12-14
36075

13860
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38528

15624
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36.0%

3.8%
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4 0 %

33.9%
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36.0%

4.1%

36.0%

4.2%

36.0%

4.2%

Income Tax Rate

Net Profit Margin

36.0%

4.2%

51.3%

48.4%

51.2%
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50.4%

49.5%

51.0%

48.0%

51.0%

4s.0%

51.0%

411.0%

Long-Term Debt Ratio

Common Equi ty Ratio

52.0%

46.0%

2921a

30894
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32543

32263

33936

33750

35250

33250

36750

34750 .
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Total Capital ($miII]
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4oooo

46250

6.5%

9.7%

9.8%

6.5%

10.2%

102%

6.5%

9.8%

9.8%

6.5%

10.0%

10.0%

6.5%

10.0%

10.0%

6.5%

10.5%

10.5%

Return on Total Cap'l

Return on Shr. Equity

Return on Com Equity

7.0%

11.0%

11.0%

3.5%

85%

4.0%

61%

3.7%

62%

4.0%

63%

4.0%

63%

4.5%

64%

Retained to Com Eq

All Div'ds to Net Prof

5.0%

65%

17.1

.91

3.8%

15.6

.84

3.9%
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.88

3 1 %
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utilities that embrace energy conservation measures
may benefit from a more favorable regulatory environ-
ment.

The Natural Gas Utility Industry has performed
well in recent months. This is impressive given the
weak economy and a tough regulatory environ-
ment. Despite these challenges, companies in this
sector eontihue to deliver solid results and repre-
sent a relatively safe option amid the turmoil in
the world's financial markets. As a result, this
group has risen near the top of our industry
spectrum.

Nonregulated Ventures

Economic Environment

A strategy that is becoming increasingly common is
nonregulated ventures. These opportunities allow com-
panies to diversify their operations and gain income that
is not subject to the state regulatory commissions. These
businesses currently make up only a small portion of
this sector's profits but will likely become a more impor-
tant opportunity in the years ahead.

Weather

The global economy continues to struggle. Tight credit
and a slumping real estate market are among the main
factors contributing to the recessionary environment.
Furthermore, these conditions continue to weigh on
results in this sector. Indeed, usage continues to decline
as customers have become more cost conscious. More~
over, bill collection has become increasingly difficult as
unemployment and foreclosures continue to rise. Despite
the aforementioned conditions, investors should note
that this group is an interesting defensive play. While
these factors will likely continue to impact the utilities,
this industry should perform well compared to the rest of
the market in the months ahead. Natural Gas Utilities
generally have solid balance sheets and predictable cash
flows, which is appealing given the weakness in the
economy.

The peak heating season is just about coming to an
end. This period is when these utilities have their best
opportunity to post strong results on the bottom line.
Looking ahead, these companies will likely turn their
attention to strengthening their operations and better
managing their costs as we move toward the summer
months.

Regulation

Weather abnormalities can hurt results. Many of
these businesses have weather-adjusted rate mecha-
nisms that are used to hedge the risk of unseasonable
weather. Thus, investors should keep an eye out for
utilities that rely on this strategy since they usually
have a relatively steady performance.

Conclusion

This group is regulated by state commissions that
dictate the return on equity these utilities can achieve.
Consequently, the regulatory environment has a heavy
bearing on each individual company's results, If a utility
does not have ample relief, its budget can become
strained. As a result, a company's infrastructure can age
and profitability can decline. On the other hand, a
favorable ruling can position a utility to register steady
gains and allow it to build its infrastructure, Therefore,
rate cases remain the main theme in this sector. On
point, numerous companies currently have rate cases
pending. Southwest Gas, Nicol, ACL Resources are all
awaiting decisions, which should drive their perfor-
mance going forward. Moreover, energy efficiency will
likely become an increasingly important factor in these
decisions given the new administration in the White
House. As the United States moves in this direction,

The Natural Gas Utility sector has climbed near the
top of our industry spectrum in recent months. Indeed, it
features numerous timely stocks. In fact, UGI holds our
highest rank (1) for Timeliness. However, various other
companies are ranked to outperform the market over the
coming six to 12 months. What's more, the majority of
the equities in this industry offer above»average yields.
Most notably, Nicol, AGL Resources and Athos EneIgy
all offer attractive layouts supported by steady cash
flows. Therefore, investors looking for a good play in the
year ahead should consider some of the names in this
group.

Richard Gallagher
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CAPITAL STRUCTURE as of 12/31/00
Total Debt $2541.0 mill. Due in 5 Yrs $1410 mill.
LT Debt $1675.0 mill. LT Interest $80.0 mill.
(Total interest coverage: 4.0x)

Leases, Uncapitalized Annual rentals $30.0 mill.
Pension Assets-12/08 $242.0 mill.

Oblig. $442.0 mill.
Pfd Stock None

Common Stock 76,902,777 she.
as of 1/30/09
MARKET CAP: $2.0 billion (Mid Cap)
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38.0%

8.1%

453%

49.2%

45.9%

48.3%

81.3%

38.7%

58.3%

41.7%

50.3%

49.7%

54.0%

46.0%

51.9%

48.1%

50.2%

49.8%

50.2%

49.8%

50.3%

49.7%

50.0%

50.0%

45.5%

5.15%

Long-Term Debt Ratio

Common Equity Ratio

45.0%

55.0%

1345.8

1598.9

1286.2

1637.5

1736.3

2058.9

1704.3

2194.2

1901.4

2352.4

3008.0

3178.0

3114.0

3271.0

3231.0

3435.0

3335.0

3566.0

3327.0

3816.0

3355

3950

3225

4100

Total Capital ($milI)

Net Plant ($mill)

3350

4400

5.7%

7.1%

7 9 %

7.4%

10.2%

11.5%

6.5%

12.3%

12.3%

8.1%

14.5%

145%

8.9%

14.0%

14.0%

6.3%

11.0%

11.0%

7.9%

12.9%

12.9%

8.0%

13.2%

132%

7.7%

12.7%

12.7%

7.5%

12.6%

12.8%

7.5%

12.5%

12.5%

8.0%

13.0%

13.0%

Return on Total Cap'I

Return on Shr. Equity

Return on Com Equity

9.0%

14.5%

14.5%

200s 2007 12/31/08

16,0
2026.0
2042.0
202.0
866.0
915.0

1983.0
410%

20.0
1802.0
1822.0
213.0
53..0
875.0

1627.0
397%

21.0
1790.0
1811 .0
172.0
580.0
893.0

1645.0
391%

CURRENT POSITION
($mlLL)

Cash Assets
Other
Current Assets
Acczts Payable
Debt Due
Other
Current Limb.
Fix. Chg. Cov.

NMF
101%

3.2%

72%

4.2%

65%

7.0%

52%

6.5%

53%

5.6%

49%

6.2%

52%

6.3%

52%

5.3%

58%

5.0%

60%

4.5%

64%

5.0%

62%

Retained lo Com Eq

All Div 'ds to Net Prof

6.0%

59%

BUSINESS: AGL Resources, Inc. is  a public uti li ty  holding compa-

ny .  i ts  dis t r ibut ion subs idiar ies  inc lude At lanta  Gas  L ight ,  Chat-

tanooga Gas, and Virginia Natural Gas. The uti li t ies have more than
2.2 million customers in Georgia, Virginia, Tennessee, New Jersey,

F lo r i da ,  a nd Ma ry la nd.  Enga ge d i n no nre gula t e d na t ura l  ga s

market ing and other a llied sen/ ices .  Also wholesales  and re ta i ls

propane. Deregulated subs idiaries :  Georgia Natural Gas markets
natural gas at retai l. Sold Utilipro, 3101. Acquired Compass Energy

Services, 10107. Officersldirectors own less than 1.0% of common

(bloB Proxy ) .  P res .  &  CEO:  J ohn W .  Somerha lde r  l l .  I nc . :  GA.

Addr. :  Ten Peachtree Place N.E.,  At lanta,  GA 30309. Telephone:
404 584»4000. Internet: www,aglresources.c0m.

Past
10 Yrs.

4.5%
6.5%
7.0%
3.5%
7.0%

ANNUAL RATES
of derange (per sh)
Revenues
"Cash Flow"
Earnlngs
Dividends
Book Value

Esfd '06-'08
no'12-'14

2.5%
2.5%
3.0%
2.5%
.5%

Past
$Yrs.
17.5%
7.0%

11.5%
6.5%

11.5%

S h a r e s  o f  A G L  R e s o u r c e s  h a v e  h e l d
u p  b e t t e r  t h a n  t h e  b r o a d e r  m a r k e t
o v e r t h e  p a s t  s i x  m o n t h s . T h a t ' s  o w i n g
t o  t h e  s t e a d i n e s s  o f  i t s  u n d e r l y i n g  o p e r a -
t i o n s .  S h a r e  n e t  r o u g h l y  e q u a l e d  t h e  t a l l y
r e a c h e d  i n  t h e  p r i o r  t w o  y e a r s .  I n  2 0 0 8 ,
h e a l t h y  p e r f o r m a n c e s  a t  t h e  W h o l e s a l e
S e r v i c e s  a n d  E n e r g y  I n v e s t m e n t s  u n i t s
w e r e  r o u g h l y  o f f s e t  b y  l o w e r  o p e r a t i n g
e a r n i n g s  a t  t h e  D i s t r i b u t i o n  a n d  R e t a i l
E n e r g y  b u s i n e s s e s .  ( N o t e :  A G L  i s  t h e
s t oc k ' s  new  t i c k e r  s y m bo l )  .
T h e  e c o n o m i c  e n v i r o n m e n t  s h o u l d
r e m a i n  c h a l l e n g i n g  i n  t h e  c u r r e n t
y e a r .  S l o w e r  c u s t o m e r  g r o w t h  o u g h t  t o
h i n d e r  r e s u l t s  a t  t h e  c o m p a n y ' s  u t i l i t y  o p -
e r a t i o n s .  M o r e o v e r ,  w e  e x p e c t  h i g h e r  d e -
v e l o p m e n t  a n d  m a i n t e n a n c e  c o s t s  a n d  a
r e t u r n  t o  a  m o r e  n o r m a l  e a r n i n g s  l e v e l  a t
t h e  W h o l e s a l e  S e r v i c e s  b u s i n e s s .  O v e r a l l ,
A G L  a n t i c i p a t e s  s h a r e  n e t  o f  $ 2 . 6 5 - $ 2 . 7 5
f o r  2 0 0 9 ,  a s s u m i n g  n o r m a l  w e a t h e r  p a t -
t e r n s .  O u r  e s t i m a t e  l i e s  a t  t h e  m i d p o i n t  o f
t h i s  r a n g e ,  B o t t o m - l i n e  g r o w t h  m a y  w e l l
r e s u m e  i n  2 0 1 0 ,  a s s u m i n g  s u c c e s s  a t  o b -
t a i n i n g  r a t e  r e l i e f  ( d i s c u s s e d  b e l o w ) .
T h e  c o m p a n y  i s  s e e k i n g  h i g h e r r a t e s .
I t  w i l l  h a v e  f o u r  r a t e  c a s e s  i n  t h e  n e x t  t w o

y e a r s ,  b e g i n n i n g  w i t h  a  f i l i n g  i n  N e w  J e r -
s e y .  A G L ' s  f o c u s  o n  p r o c u r i n g  r a t e  r e l i e f  i s
e n c o u r a g i n g ,  a s  t h e  c o m p a n y  d e p e n d s
u p o n  s u c h  a p p r o v e d  r e v e n u e  i n c r e a s e s  t o
c o p e  w i t h  h i g h e r  c o s t s  a n d  c o m p e n s a t e  i t
f o r  i n v e s t m e n t s  m a d e  i n  i t s  u t i l i t y  o p e r a -
t i o n s .  S t i l l ,  w h a t  p r e s s u r e s  t h e  r a t e  b o a r d s
m a y  f a c e  r e m a i n  u n c l e a r .
T h e  h o a r d  o f  d i r e c t o r s  h a s  r e c e n t l y
a p p r o v e d  a  m o d e s t  d i v i d e n d  i n c r e a s e .
S t a r t i n g  w i t h  t h e  M a r c h  p a y o u t ,  t h e
q u a r t e r l y  d i v i d e n d  w i l l  n o w  b e  $ 0 . 4 3 .  A
m o d e s t i n c r e a s e m a k e s s ens e , g i v e n
s t a l l e d  e a r n i n g s  g r o w t h  a n d  a  l o w e r  c a s h
b a l a n c e  i n  r e c e n t  t i m e s .  S l o w ,  b u t  s t e a d y ,
d i v i d e n d  g r o w t h  w i l l  l i k e l y  c o n t i n u e  a t
A G L  i n  t h e  c o m i n g  y e a r s .
T h i s  i s s u e  h a s  g o o d  a p p e a l  a t  p r e s e n t .
T h e  s h a r e s  h a v e  i m p r o v e d  a  n o t c h  i n
T i m e l i n e s s  s i n c e  o u r  D e c e m b e r  r e v i e w ,
a n d  a r e  n o w  r a n k e d  2  ( A b o v e  A v e r a g e ) .
M o r e o v e r ,  A G L  e a r n s  h i g h  m a r k s  f o r
S a f e t y ,  P r i c e  S t a b i l i t y ,  a n d  E a r n i n g s  P r e -
d i c t a b i l i t y .  I n  a d d i t i o n ,  t h e  s t o c k ' s  h e a l t h y
d i v i d e n d  y i e l d  s h o u l d  a p p e a l  t o  i n c o m e  i n -
v e s t o r s .  O v e r a l l ,  t h i s  e q u i t y  o f f e r s  a t t r a c -
t i v e  t o t a l  r e t u r n  p o t e n t i a l  f o r  a  u t i l i t y .
M i c h a e l N a p o l i ,  C P A M a r c h  1 3 ,  2 0 0 9

Cal-
endar

QUARTERLY REVENUES ($ milt.)

Mar.31 J un. 3 0  Se p. 3 0 Dec.31
Full
Year

2006

2007

2000

2009

2010

434

369
539

505

520

1044

973

1012

1030

1045

707

685

805

775

805

436

467
444

490

505

2821

2494

2800

2800

2875

Ca l-
e nda r

EARNINGS PER SHARE B

Mar.31 J un. 3 0  Se p. 3 0 Dec.31
Full
Year

2006

2001
200s

200s

2010

.46

.17

.28

.30

.35

1.41

1.29
1.16

1.20
1.25

.60

.BB

.97

.as

.90

.25

.40

.30

.a s

.35

2.72

2.72

2.71

2.70

2.85

Cal-
e nda r

QUARTERLY DIVIDENDS PAID C l

Mar.31 Jun.30  Sep.30 Dec.31

F u l l
Year

2005

2006

2007

200s

2009

.37

37

,41

.42

.31

.37

.41

.42

.31

.37

.41

.42

.31

.37

.41

.42

.43

1,30
1,48

1,64

1 8 8

$0.13, '01, $0.13, '03, ($0.07), '08, $0.13. Next
earnings report due late April. (C) Dividends
historically paid early March, June, Sept., and
Dec. l Div 'd reinvest plan avai lable. (D) In-

eludes intangibles. In 2008: $418 million,
$5.44lshare.
(E) In millions, adjusted for stock split.

B++

100
7 5
85

Company's Financial Strength
Stock's Price siabiliry
Price Growth Persistence
Earnings Predictability

23.2
15.5

Target Price Range
2012 2014

64

48
40
32

24
20
16

12

8

s

[iliiMIIIIIIIII iii IIi*Iiiiilllll
"2-14

(A) Fiscal year ends December 31st, Ended
September 30th prior to 2002.
(B) Diluted earnings per share. Excl. nonrecur-
ring gains (losses): '95, ($0.83), '99, $0.39, '00,
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of it may be reproduced, resold, stored or transmitted in any printed, dearonic or other form, entice or product.
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I NYSE-ATOATMOSENERGYCORP 20.24RECENT
PRICE

PIE
RATI0 9.6(:.':3::a§10.0

16.o)§E?&'%E 0.93 DIVD
YLD 5 . 6 %

VALUE
LINE

TINIELINESS 2
2

Raised12112108

SAFETY Raised 12/16/05

TECHNICAL 2 Raised 3l13l09

BETA .BO (1.00 Market)

Price
40
30

H'gh
Law

Ann'l Total
Return
23%
1 5 %

2012-14 PROJECTI0NS

Gain
(+100%;

(+50%

InsIder Decisions

to Buy
Options
to Sell

A M  J J  A  s  o N D
0 0 0  0 0  0 0  1  0
0  0  0 0  0 0  0  0 0
0 0  3 0 1 1 0  1 1

:ozone
103
119

56301

Institutional Declslons
1Q20U8 202008

10 °"a 112 119
10 Se 103 BE
Hld's(0G0) 58504 58318

High:
Low:

32.3
24.8

33.0
19.6

25.8
19.5

»?»''&:*x 4 R?

24.5
17.6

25.5
20.8

27.6
23.4

30.0
25.0

33.1
25.5

33.5
23.9

29.3
19.7

26.2
20.2

I

2013LEGENDS .
1:00 x Dlvldends P sh
divided brlnlefes Rate

. Refatwe ice Strength
O§t10ns:Yes .

haded area: priorrecession
Latestrecessionbegan 12/07

P
I ...l" l\-..

I "llulT l l I .Jl l'l| I IIII
| |ll I

»l.l _. *|
» ll .ii

l

I
1 4,8

I

in I 4

% TOT. RETURN 2/09
THIS VL ARITH.

STOCK INDEX
11 .e ~44.9
-4.9 -44.1
4.6 -29.4

1 yr.
3 yr.
5 yr

12
8
4

Percent
shares
traded

I

ll

ll
I |

I ll
1999
22.09

2.62

.81

1.10

3.53

12.09

31.25

33.0

1.88

4.1%

690.2

25.0

35.0%

3.6%

50.0%

50.0%

755.1

965.8

5.1%

6.6%

6.6%

I

I IIII
2000
26.61

3.01

1.03

1.14

2.36

12.28

31,95

18.9

1.23

5.9%

850.2

32.2

36.1%

3.8%

48.1%

51.9%

755.7

9823

6.5%

8.2%

8.2%

I I I I

I 11111
11111

I II

III Ill I I I
2005
51.75

n o

1.12

1.24

4.14
l m
0054

15.1

.as

w e .

4973.3

1a5.s

111.1%

i n %

5`l.7*

42.sx

a1as.s
3374.4
w s
ws
ws

ll I III
I Ill .|

I
2001 zoo: 2003

I K
a5.ss

1

1.41

1.1s

m a
3.39
1.45
1.1s

54.38

:p a

1.11

1.20

2.11

14.31

3.17

13.75

3.10
was

40.79 41.es sue
15.6
M

5.1*

15.2

.ea

5.4*

13.4

.76

5.2%

1442.3

sen

aso.a

58.7

M n
ms

gm*
ws

anus
ws

87.1%

21%

54.3%
45.7*

53.9*
411%

50.2'/l

4s.a1s

1276.3

1335.4

w s

1248.7
ams
wt.

1121.4

15110

6 2 *

ws
ws

LM*
10.4*

a n
9.3%

I I I

Ammos Eno y's hrs dames
190s In the in.. »"$'él....,l..

. It became

mg" aisttiuuuan dirrlslon
In 198 ,

SAW!!!
triruted the outstanding shares d Energas

;»;

. had( 10
Over the

years. through various mergers
d Pioneer Corporation, and. in 1981,

named
Erergae. Pioneer organized
Energas as a subsidiary and dis-

io Pioneer shareholders. Energas dragged
its narne io ritrnos lrr 1988.Almosaoqurred
Trans Louisiana Gas In 1986, Wester Ken-
" u l G Utility In 1987, Greeley Gas in
199 ,Ul\iiedCitrasGasin1997.and0Ulels.

cAnrAI. STIUCWRE u of mama
Tall Mn $2411.2 nil. Duo In 5 Yu $1as0.0 nil.
LT om $111s.a nil. LT MUNI! $1w0 nil.
(LT man Md: 2.9x; lam Uuund
grunge: 2.lx)
Lulu. Unedhhd Annual lamb $18.4 mil.
m mud: nm
runlun DNU1 ml .4 niL

Wig. $337.6 ml.
Curran lladc91 .m.m ahs.
l  d l m m
Omar MP; so WM ma Cap)

00.1
1008.2
1068.9

355.3
154.4
410.0

4s.1
1238.4

1285.1

395.4 815.1
351.3 781.3
400.4 441.5

919.7 1201.1 2017.9

430%

° " " * " " 1 POSITION 2001 ma 121311111

C l A r m 89.8
o w 1613.3
C u m m h l s l l s 1883.1

Ana; P
Debt Duo
Oliaf
c u m Lllb.

FIX. CMI- env. 40511 45011

ANNUAL RATES m e
dump (push) la Yu.
Rlvunuss 9.5%
"Cash Few 3.5%
Elmmga 2.5%
DMd!l ldl 2.5%
Bank Vll\ll 8.5%

m l  w e  w a s
sYn. 1»'12-14
14.5% 4.0%
5.5% 2.5%
5 0 % 4.0%
1.5% 1.5%
1.5% 4.096
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my
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ms
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lso2.s 2015.6 1210.2 1002.0
\ss1.5 24a4.0 1639.1 1440.7
ms.a :sos 1750 1540.7
m o a l a 1710 1100

5152.4
5asa.4
7221.3
m o
m o

is :».umm M W E A I I
l)*31 H131 Jun.ao 511.80 4

ms
Mr
ms
ml
am

.v'

as
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.83

.of

d22
d.15
d.0II
405
¢ u

1 10
1.20
124
1.3:
1.15

. . . .25

. a.os

. .02
d.01
I a

zoo
1.94
2.00
2.10
2.15
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lllllklillVllvmalNSnnc-
UIIJ1 Jun.3ll s .to DMM

Full
Yur

ms
III
my
mu
me

.315

.32

.325

.33

.a l

.315

.32

.325

.31

.315

.32

.325

.31

.315

.32

.325

.33

1.25

1.27

1.29

1.31

2004
46.50

2.91

1.58

1.22

3.03

18.05

62.80

15.9

.as

4.9%

2920.0

86.2

37.4%

3.0%

43.2%

56.8%

1994.8

1122.5

5.8%

7.6%

7.6%

2006 2007
75.21

4.2s

2.00

1.26

66.03

4.14

1.94

1.28

5.20

20.16

4.39

22.01

81.74 89.33

13.5

.73

4.7%

15.9

.84

4.2%

6152.4

162.3

sa9a.4

110.5

37.6%

2.5%

35.8%

2.9%

57.0%

43.0%

52.0%

48.0%

aa2a.s

3629.2

6.1%

4092.1

3836.8

5.9%

9.8%

9.8%

8.7%

8.7%
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4.19

zoo

1.10

so:
use
m l
13.5
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9:44-9221. lntemel: www.llmoeeneqly.oom.

IUSlllEI5:AlmoeErulwCoIuolllionleengl9edpnmllyln0le
dli l l luhonenduleoInnleIgesto32ndlollaletomel\vl ldx
regulated nltsnl gas uulaty ooeluone loulene Dmeuon Whet
Tens Dlvlllon_ Mud-T Dnvmmn. Medleuzpu Dlvldon. Colondo-

zuoeguvuunwaaamo. Blelwownx 56% lelidemill: 32%.

Athos Energfs core natural gt* utlll-
ty hals performed nicely thus Ar In Hs-

2 e n d s
That  c an be

an increase in rates.

Racal 2010.
W e  e n v i s i o n
i n .  p r o f i t
r e r l o d .
ead lng nat ura l

s erv ln customers across
over,  t unregulated segments .

hea l t hy

ms

prof i tabi l i t y  v ia expense-reduc t ion ef forts ,
ra te  re l i e f ,

present
b e e n  a  m i x e d  b a g .
s t o r a ge  s e gm e n t  i s expanded
t rans por t a t i on  margins under
set  opt imizat ion agreements .  But

t he
s egm en t  i s

o »;

8004-will!
peeling dividend yield.
etc
wel l .  Earn ings  c ov erage ought
adequate.  The shares are t imely

t h i s  f l s s  y e a r .  A s s u m i n g  f u r t h e r
t he  bo t -

s t e a d y ,  t h o u g h  u n e x c l t -
g r o w t h  o v e r  t h e  2 0 1 2 - 2 0 1 4

The ut i l i t y  i s  one of  the count ry 's
gas-only dis l. rlbul.ors.  now

12 states.  More~
esrec lal ly

pipelines. J=°==°=s o v e r a l l  g o #
per t s .  Las  y ,  management  may  ge t ck
t o s uc c es s f u l  s t ra t egy  o f  purc has ing
les s -e f f i c i en t  u t l l i t l c s  an s har ing up t he i r

a n d  a ggr e s s i v e  m a r k e t i n g I n
t he c on f i gu ra t i on ,  annua l  s re-
ne t  ga i ns  m ay  be  i n  t he  m i d -s i ngl e -d i g i t
range over the 3- to 5-year t ime f rame.
T h e s t o c k  o f f e r s  a n  a p -

F u r t h e r  m o d e l
hikes  In the payout  seem plaus ible,  as

[ O rema in

F o r  a  n a t u r a l l g "  u t i l i t y  s t o c k .  t o t a l
r e t u r n  p o s s l b t i e s  = g g ° ° * -  d e c e n t .
Meter gguwth has s lowed. t the coma*?lany
i s  gene  t i ng f rom a  h i gh  l ev e l  o f  Fas  ow-
i n g t h ro u gh  i t s  T e x a s  p i p e l i n e s  r a m  t h e
B ar re t t  S  a l e .
Fredlerlck L .  l l a r r i s .  I I I March 13. 2009

c a l ( w h i c h o n  S e p t e m b e r
3 0 t h ) . a t t r i bu t ed  par t i a l t o

p r l m a r l l or  the ld-
Tex  and Louldana div is ions . at 's  more.
t here  has  been  a  s t eady  r i s e  I n  t h rough-
p u t .  A n d  i t ' s  wo r t h  n o t i n g t h a t  b a d  d e b t
ex pens e  as  a  * l m enws e  o f  rev enues  has
been lower,  re ec t lng more aggress ive col-
lect ion ef forts.
R e s u l t s  f o r  t h e  o t h e r _lqhperat lons have

e  p i p e l i n e  a n d
enjoylrgg

ea rn as-
the per-

f o rmanc e  o f regu la t ed  t rans mis s ion
and  s t o rage be i ng we i ghed
down by  a  r i s e  i n  em p l oy ee  and  p i pe l i ne
maintenance c  t s .  A lso,  t he nonregula ted
mark e t i ng s egment  i s  enc oun t e r i ng a  re -
duc t i on  i n  un rea l i z ed  m argi ns ,  re  ec t l ng
less  volat i l i ty  In natural  fas  prices .
A l l  t h i n g s  c o n s l d e r e  ,  ° = " " " g °  p e r
s h a r e  s t a n d  t o  r i s e  a r o u n d % ,  t o
$2.10.
ex pans ion  i n  opera t i ng margins ,
mm l i ne  may  adv anc e t o  $2.15 a  s hare in

26.3
14.3 Target Price Range

2012 2014
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-7.5

-

III!!

'I2-14

100
(A) Fiscal year ends Sept. 30th. (B) Diluted in early March, June, Sept., and Dec. l Div. (E) Qtrs may not add due to change in hrs | Company's Financial Strength
hrs. Excl. nor rec. items: '99, d23¢, '00, 12¢, reinvestment plan. Direct stock purchase plan outstanding. Stock's Price Stability

'03, d17¢, '06, d1B¢, '07, d2¢. Next egg. rpt. avail. Price Growth Persistence
due early May. (C) Dividends historically paid (D) In millions. Earnings Predictability
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g r ea t e r n a t u r a l
r o u f h t  a b o u t  b y  c o l d e r  w e a t h e r  a n d  h i g h -

n f r a s t r u c t u r e

y e a r - e a r l i e r  f i g u r e ,
i n c o m e  f r o m

e r S y s t e m
S u r c h a r g e  r e v e n u e s .  u t  a  r i s e  i n  b o t h  o p -

i n v e s t m e n t  l o s s e s

line

u n i t  w i l l  p r o b a b l y  r e m a i n  m o d e r a t e .  ( I n
f a c t ,  t h e  n u m b e r  o f  c u s t o m e r s  i n  f i s c a l
2 0 0 8  w a s  j u s t  2 %  h i  h e r  t h a n  i n  f i s c a l
l 9 9 8 . )  T h a t ' s  b e c a u s e  T e  s e r v i c e  t e r r i t o r y ,
l o c a t e d  i n  e a s t e r n  M i s s o u r i ,  i s  I n  a  m a t u r e
p h a s e .  W e  t h i n k  t h e  n o n - r e g u l a t e d  d i v i -
s l o n h a s p r o m i s i n g e x p a n s i o n o p -
p o r t u n l t l e s ,  b u t  i t  h a s  c o n t r i b u t e d  o n l y  a
s m a l l  p o r t i o n  t o  L a c l e d e  G r o u p ' s  p r o f i t s  o n
a  h i s t o r i c a l  b a s i s .  A  m a j o r  a c q u i s i t i o n
c o u l d  h e l p  t o  o f f s e t  t h i s .  b u t  i t  s e e m s  t h a t
n o  s u c h  p l a n s  a r e  o n  t h e  a g e n d a  a t  t h i s
t i m e .  C o n s e q u e n t l y ,  a n n u a l  e a r n l n g s - p e r -
s h a r e  g r o w t h  c o o  d  b e  j u s t  b e t w e e n  4 %
a n d  5 %  o v e r  t h e  3 -  t o  5 - y e a r  h o r i z o n .
T h i s  s t o c k ,  r a n k e d  f a v o r a b l y  f o r  b o t h
T i m e l i n e s s  a n d  S a f e t y ,  o f f e r s  a  m o d -
e s t l y  q a p e a l l n i  c u r r e n t  y i e l d .  A d d i -
t i o n a l  h i  e s  i n e  d i v i d e n d  w i l l  l i k e l y  b e

T h a t  i s  l a r g e l y  b e c a u s e  o f
g a s u n -

U n e x c i t l n g  r e s u l t s  a p p e a r  t o  b e  i n
the firm

g r a d u a l ,  t h o u g h .
t h e r e l a t e d o p e r a t i o n ' s
s_ 8 : a c t a c u  a r  l o n g - t e r m  p r o s p e c t s .

e  s h a r e s  o f  L a c  e d e  h a v e  l i m i t e d
l o n g - t e n n  t o t a l - r e t u r n d p o t e n t l a l ,  g i v e n
t h e  c u r r e n t  < } u o t a t i o n  a n  o u r  a s s u m J 9 t l o n
o f  m o d e r a t e  f u t u r e  i n c r e a s e s  i n  t h e  i s  t r i
b u t t o n .
F r e d e r i c k  L .  H a r r i s ,  I I I M a r c h  1 3 ,  2 0 0 1 9

L a c l e d e  G r o u p  s t a r t e d  f i s c a l  2 0 0 9
( w h i c h  e n d s  o n  S e p t e m b e r  3 0 t h )  i n  e x -
c e l l e n t  f a s h i o n .  T h a t  w a s  m a d e  p o s s i b l e
p r i m a r i l y  b y  L a c l e d e  E n e r g y  R e s o u r c e s .
w h i c h  b e n e f i t e d ,  i n  p a r t ,  f r o m  h i g h e r
v o l u m e s  ( a t t r i b u t a b l e  c o  c o n t r a c t i n g  f o r
a d d i t i o n a l  p i p e l i n e  c a p a c i t y ) .  T h a t  d i v i s i o n
a l s o  e n j o y e d  w i d e r  m a r g i n s  o n  s a l e s  o f  n a r -
u r a l  g a s ,  d u e  t o  d e p r e s s e d  8 ' 3 p 1 g  p r i c i n g
i n  t h e  M i d w e s t  f r o m  i n c r e a s e s  a  e  s u p -
E l y  p r o d u c t i o n .  M e a n w h i l e ,  p r o f i t s  f o r

a c c e d e  G a s  w e r e  m o d e r a t e l y  h i g h e r  t h a n
t h e a r i s i n g  f r o m

g a s  s a l e s ,

R e p l a c e m e n t

e r a t l n g  e x p e n s e s  a n d
l a r g e l y ;  o f f s e t  t h e s e  r e s u l t s .
A t i s  j u n c t u r e ,  t h e  b o t t o m
s t a n d s  t o  a d v a n c e  a b o u t  8 % .  t o  $ 2 . 8 5  a
s h a r e ,  i n  f i s c a l  2 0 0 9 .  E a r n i n g s  m a y  b e
l o w e r  n e x t  y e a r .  h o w e v e r ,  b e c a u s e  o  t h e
t o u g h  c o m p a r i s o n .

s t o r e  f o r e n e r g y o v e r  t h e
2 0 1 2 - 2 0 1 4  p e r i o d .  G r o w t h  i n  t h e  c u s t o m ~
e t  b a s e  f o r  t h e  n a t u r a l  g a s  d i s t r i b u t i o n

'08. 94¢ non . report are law
Dividends hislulici new iteasy

l and I Dividend

llinns: .

$""". (qAvnl Julyar v. I .
reinvestmentplanavailable. lot ma. aefenea

B+
100

6 0
1 5

c I  Fha d  ISUI I IQUI
s»'L'J%"¥r¥°. sékifv
Prloo Glwl\l\ hnlstaneo

changes. In '08: $340.4 mill.. $15.48lsh.
(E) In millicls.
( F ) Qt ly. e g s . n \ a yn d M e l a r i n g
change in shoes ~»~3»""l<»»». MU or E a rn in g s  P n d lwb ll l ly

24.8
17.5 Target Price Range

2 0 1 2 2 0 1 4

128

96
80
64

48
40
32

24

III
' I2-14

(A) Fiscal year ends Sept. 30th.
(B) Based on average shares outstanding thru.
'97, then diluted. Excludes nonrecurring loss:
'06, 7¢. Excludes gain from discontinued oper-
® 2009, Value Line Publishing, Inc. All rights resewed Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN.
of it may be reproduced, resold. stored or transmitted in any printed,electronic or other form,

This publication is strictly lot subscribers own, non-commercial, inremal use. No pan |
or used for generating or marketing any pnnled nr electronic publication, service or product.
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J NYSE-NJR 32,25RECENT
PRICE

11.1
15.0

PIE
RATIO 12.9(L':3§"s5 1.25

RELATIVE

PIE RATIO

DIVD
YLD 3 . 8%

VALUE
LINE

TIMELINESS 2

1
Raised11/28/08

S A F E W Raised 9/15/06

T E C H N I C A L 2 Rai5ed 11I21l08

BET A , a s  ( 1 . 0 0 =M &f k e t )

2 0 1 2 - 1 4  P R O J E C T I O N S
A n  ' I T  t  I

Pr i c e Ga l n Rnet?na
H ' h 4 5 + 4 0 / 1 2 /
L$gw 35 +10%l3 6%
i n s i d e r  D e c i s i o n s

to Buy
Options
in Sell

A M J J A S O N D
0 0 0 0 0 0 0 0 0
1 2 0 0 1 0 1 2 3
0 2 0 0 1 0 0 1 4

I n s t i t u t i o n a l  D e c l s l o n s

102008 292005 3Q2D08
8 5 9 0 6 4
7 0 B E B B

2 6 5 1 8 2 6 9 1 0 2 6 3 1 2

to 8 9
w Se I
HId's(00II

High :
Low:

17.9
14.0

18.3
14.9

21.7
16.6

7
f u . .

22.4
16.2

26.4
20.0

29.7
24.3

32.9
27.1

35.4
27.7

37.6
30.3

41.1
24.6

42.4
32.2

J- ll
I

-frzr-2 1111 II I I l ' lll I I l •
| I

2013
L E G 9l0Dxsniv iaends F sh

d iv ided  Br ]n te fes  Ra te
Relative Ice Strength

3-for-Z split 3/02
glqr-2  sp l i t 3/08

\ons: Yes
g l la d e d area: prior reresslbn

Latest recesslhn began 12/07 | I

| n III I I"
. I l , | ll ll l.l' I

.I
llIll I

'Ur •
•9 I Q. 101 in|»'j~f'> • \ Of.

% T O T .  R E T U R N  2 / 0 9
m i s

STOCK
1 8 .3
2 B.7
5 8 . 7

VL Amm.
INDEX
»44.9
_44 . 1
-29 .4

1  y r .
3  y r .
5  y r

12
8
4

Percent
shares
traded

4% »r 3 I  | A ll. I u ...I'llI
I I

I
I

llll
I
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I

I I!
I'll II
I'll II

I I I I

III
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II
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8 9 . 2 0

3 . 4 0

2 . 5 0

1 . 2 4

9 0 . 9 5

3 . 6 0

2 . 7 0

1 . 2 8

Re v e n u e s  p e r  s h  *

"Ca s h  F l u f f '  p e r  s h

Ea ml n g s  p e r  s h  o

Di v ' d s  De c I ' d  p e r c h  C l

9 5 . 0 0

3 . 7 5

a s s

1 . 4 0

1 . 7 5

1 1 . 1 0

1 . 7 5

2 0 . 7 5

Ca p ' l  Sp e n d i n g  p e r  s h

Bo o k  Va l u e  p e r  s h  °
1 . 1 0

2 5 .7 5

4 2 . 5 0 4 1 0 0 C o m m o n  S h s 0 u t s l ' g  E 4 5 . 0 0

sou ng
VI
ulan

Ins l l
Um
:Lu

Av g A n n ' I  P IE  R a t i o

R e l a t i v e  P E  R a t i o

Av g  An n ' I  D i v ' d  Y i e l d

1 4 . 0

. 9 5

1 4 %

3 7 9 0

1 0 5

3910
115

Revenues ($miII) *
Ne: Fran: my

4 2 7 5

1 3 0

39.a%
ac

1 9 . 0 %

1 0 %

Income Tax Rhett

Ne t  Pr o s t  M a r g i n

4 o . o x

3 . 0 %

:ws
61.5%

3 7 . 0 %

6 1 . 0 %

L o n g - T s r m De b t  Ro d a

Co mmo n  Eq u i t y  Ra t i o

3 3 . 0 %

6 7 . 0 %

1 : 0 0

1 0 4 0

1 4 1 5

1 0 5 0

mal Capltzl (small)
in play ($mlll)

m o
1125

9 . 0 %

1 3 . 5 %

1 1 . 5 %

9 . 0 %

1 3 . 0 %

1 3 . 0 %

R e t u r n  o n T o ta l  Ca p ' I

Rc t u m o n  Sh r . E q u i t y

R c t u m  o n  C o m  E q u i t y

0 . 0 %

1 1 . 0 %

1 1 . 0 %

I
ll III I I ll I l -I

. III I Ill I ll
ll II

1993 1994 1995 1996 1997 1 9 9 8 1 9 9 9 2 0 0 0 2001 2002 2003 2004
1 2 . 0 2

1 . 4 2

. 7 6

. 6 8

1 2 . a 1

1 . 5 4

. a s

. 6 8

1 1 . 3 5

1 . 4 2

. a s

. s o

1 a . 4 s

1 . 4 8

. 9 2

. 6 9

1 7 . 3 1

1 . 6 3

. 9 9

. 1 1

1 7 . 7 3

1 . 1 4

1 . 0 4

. 7 3

2 2 . 6 5

1 . 8 6

1 . 1 1

. 1 5

2 9 . 4 2

1 . 9 9

1 . 2 0

. 7 6

5 1 . 2 2

2 . 1 2

1 . 3 0

. 7 8

4 4 . 1 1

2 . 1 4

1 . 3 9

. t o

6 2 . 2 9

2 . 3 8

1 . 5 9

. e a

6 0 . 8 9

2 . 5 0

1 . 1 0

. 8 7

1 . 5 4

6 .5 4

1 . 4 0

6 . 4 3

1 . 1 8

6 . 4 7

1 . 1 9

6 . 7 3

1 . 1 5

6 . 9 2

1 . 0 1

7 . 2 6

1 .2 1

1 . 5 1

1 . 2 3

8 . 2 9

1 . 1 0

8 . 8 0

1 . 0 2

8 . 7 1

1 . 1 4

1 0 . 2 6

1 . 4 5

1 1 . 2 5

s o 3 8 . 9 3 4 0 . 0 3 4 0 . 6 9 4 0 . 2 3 4 0 . 0 1 3 9 . 9 2 3 9 . 5 9 4 0 . 0 0 4 1 . 5 0 4 0 . 8 5 4 1 .6 1
1 5 . 1

. 8 9

5 .8 %

1 3 . 0

. a s

6 2 %

1 1 . a

. 7 9

6 .7 %

1 3 . 6

. 8 5

5 .8 %

1 3 . 5

. 7 8

5 .3 %

1 5 . 3

. 8 0

4 .6 %

1 5 . 2

. 8 7

4 . 5 %

1 4 . 7

. a s

4 .4%

1 4 . 2

. 7 3

4 . 2 %

1 4 . 7

. t o

3 .9 %

1 4 . 0

. 8 0

3 .7 %

1 5 . 3

. 8 1

3 .3 %

2005
7 6 . 1 9

2 . 6 2

1 . 7 1

. 9 1

1 . 2 8

1 0 . 6 0

4 1 . 3 2

1 6 . 8

. a s

3 .1 %

3 1 4 8 .3

74.4

39.1%

2 .4 %

42.0%

5 8 .0 %

7 5 5 . 3

9 0 5 . 1

11 .2%

17.0%

17.0%

2008
7 9 . 6 3

2 . 7 3

1 . 8 7

. 9 6

1 . 2 8

1 5 . 0 0

4 1 . 4 4

1 6 .1

. 8 7

a .2 %

3 2 9 9 .5

7 8 . 5

3 8 .8 %

2 .4 %

3 4 .8 %

65.2%

9 5 4 . 0

9 3 4 . 9

9 .6 %

12.6%

12.6%

2007
7 2 . 6 2

2 . 4 4

1 . 5 5

1 . 0 1

1 . 4 6

1 5 . 5 0

4 1 . s 1

2 1 . 6

1 . 1 5

3 .0 %

3 0 2 1 .8

6 5 . 3

3 8 .8 %

2 .2 %

37.3%

6 2 . 7 *

1 0 2 8 . 0

9 1 0 . 9

7 .7 %

10.1%

10.1%

200a
9 0 . 7 4

a . s 2

2 . 1 0

1 .1 1

1 . 7 2

1 1 . 2 a

4 2 . 0 6

1 2 . 3

. 1 1

3 .3 %

3 8 1 6 . 2

1 1 3 . 9

3 7 . 8 %

3 . 0 %

3 8 .5 %

6 1 .5 %

1 1 8 2 . 1

1 0 1 7 . 3

10 .7%

1 5 . 7 %

1 5 . 7 %

C A P N r A L  S T R U C T U R E  a s  M 1 2 / 3 1 / 0 8
T o t a l  De b t  $ 7 5 7 . 1  mi l l .  Du e  i n  5  Yr s  $ 1 7 5 . 6  mi l l .
L T  De b t  s 4 e 0 . 1  mi l l . L T  I n t e r e s t $ 1 6 . 9  m i l l .
In d .  $ 8 .8  mi l l .  c a p i ta l i z e d  le a s e s .
(L T  in te re s t  n a me d :4 .8 x ,  ru ra l  in te re s t  c o v e ra g e :
4 . 8 x )
Pc n s l o n  A s s e t s - i l l ! !  $ 8 0 . 6  m i l l .

Ob l l g .  $ 1 0 2 . 4  mi l l .
P f d  s i n k  N o n e

C o m m o n  S t o c k 4 2 1 3 1 1 , 5 5 8  s h e .
l l  d 2 / u n s
M A R K E T  C A P '  § 1 . 4  b l l l l o n  ( M l d  C a p )

2007 2001 1m1m1CURRENT POSITION

la"LL~Cos Assets
Other
Current Assets

26.0
1046.5
1072.5

5.1
784.8
799.9

42.6
1067.1
1109.7

61.7
238.3
594.0
894.0
450%

64.4
260.8
378.1
703.3
461%

43.4
296.4
578.7
918.5
450%

Accwls Payable
Debt Due
Other
Current Limb.
Fix. Chg. Cov.

P a s t
10 Yrs.

1 7 . 5 %
6 . 0 %
7 . 5 %
4 . 0 %
8 . 5 %

A N N U A L  R A T E S
d dw19° (per sh)
R e v e n u e s
" C a s h  F l o w "
E g r p m g s
D l v l d e n d s
B o o k  V a l u e

P a s t
5 Yrs.

9 . 0 %
6 . 0 %
7 . 5 %
5 . 0 %

1 1 . 5 %

E s t ' d  ' o e - ' 0 s
10 '12.'14

2 . 5 %
4 . 0 %
5 . 5 %
5 . 5 %
8 . 5 %

F l aw
You

Ends
f u l l ( f ERL y  REVENUES ( s  mi l l . )  A

D o c . 3 1 M a r . 3 1  J u n . 3 0 S e p . 3 0

Full
Fiscal
Yell

I ,j

2 0 0 s

2 0 0 1

2 0 0 0

2 0

2 0 1 0

5 3 6 . 1

6 6 2 . 2

1 0 0 0

9 9 3 . 7
1 0 2 5

5 3 5 . 5

5 9 3 . 2

8 2 7 . 1
s 2 0

a s k

1 1 6 4 1 0 6 4

1 s 1 . 4 1 0 2 9

B 1 1 . 1 1 1 7 a

8 0 1 . 3 1 1 7 5

1 3 0 1 2 0 5

3 2 9 9 . 6
3 0 2 1 . 8

a 8 1 s . 2

3 7 9 0

3 9 1 0

Fiscal
Year
Ends

E A l n l n s s  P E R  S H A R E  A l

D o c . 3 1  M a r . 3 1  J u n . 3 0  S e p . 3 0

Full
Flscal
Y nr

g o o s

2 0 0 1

z o n e

2 0 0 9

2 0 1 0

. o z

. 1 0

. 8 7

. 7 1

d . 0 9

. 6 0

a . 1 a

d . 1 0

d . 0 5

d . 2 9

. 0 6

1 . 8 8

1 . 5 0
1 . 5 5. 8 0

1 . 4 3

. 1 9

. 3 0

. a s

. 4 0

1 . 8 7

1 . 5 5  I

2 . 1 0

2 . 5 0

2 . 7 0

Cal-
endar

QUARTERLY DMDENDS PAID c 51
llar.31 Jun.30 Sep.30 Dec.31

F u l l
Y e a r

2005

goos

2007

2001

2009

. 2 2 7

. 2 4

. 2 5 3

. 2 8

. 2 2 7

. 2 4

. 2 5 3

. 2 8

. 2 2 1

. 2 4

. 2 5 3

. 2 8

. 2 2 7

. 2 4

. 2 5 3

. 2 6 7

. 3 1

. 9 1

. 9 6

1 . 0 1

1 . 1 1

9 0 4 . 3

4 4 . 9

1 1 6 4 . 5

4 7 . 9

2 0 4 a . 4

5 2 . 3

1 8 3 0 . 8

s e e

2 5 4 4 .4

6 5 .4

2 5 3 3 .6

7 1 . 6

3 6 .2 %

5 .0 %

3 7 .8 %

4 .1 %

3 8 .0 %

2 .6 %

3 8 .7 %

3 .1 %

3 9 .4 %

2.6%

3 9 .1 %

2 .8 %

4 8 .7 %

5 1 .2 %

4 7 .0 %

5 2 .9 %

5 0 .1 %

4 9 .9 %

5 0 .6 %

49.4%

3 8 .1 %

6 1 .9 %

4 0 .a %

5 9 .7 %

5 9 0 .4

7 0 5 .4

6 2 0 . 1

7 3 0 . 6

7 0 6 . 2

1 4 a . 9

1 3 2 . 4

7 5 6 . 4

6 7 6 . 8

8 5 2 . 6

7 8 3 . 8

8 8 0 .4

9 . 0 %

14 .8%

14.8%

9 .0 %

14.6%

14.6%

8 . 5 %

14 .a%

1 4 . 9 %

8 .7 %

15.7%

15.7%

10.1%

15.6%

1 5 . 6 %

10.1%

1 5 . 3 %

1 5 . 3 %

5.0%
67%

5 .4 %

6 3 %

6 .1 %

5 9 %

6 .9 %

5 6 %

7 .7 %

5 1 %

7 .8 %

4 9 %

8 .5 %

5 0 %

6 .3 %

5 0 %

3 .6 %

6 4 %

9 .5 %

4 0 %

6 .5 %

5 0 %

7 . 0 %

4 7 %

Re t a in e d t o  C o m  E t

A l l  D i v ' d s  t o n u  P r o f

5 . 5 %

4 9 %

B U S I N E S S :  N e w  J e r s e y  R e s o u r c e s  C o m .  i s  a  h a d i n g  c o m p a n y

p r o v i d i n g  r e t a i Vw h o l e s a l e  e n e r g y  s a c s .  l o  c u s t o me r s  i n  Ne w  J e r s e y .

a n d  i n  s t a t e s  f r o m  t h e  G u l f  C o a s t  t o  N e w  E n g l a n d ,  a n d  C a n a d a .

N e w  J e r s e y  N a t u r a l  G a s  h a d  a b o u t  4 8 4 . 0 0 0  c u s t o m e r s  a t  9 / 3 0 / 0 8

i n  M o n m o u t h  a n d  O c e a n  C o u n t i e s .  a n d  o t h e r  N . J .  C o u n t i e s .  F i s c a l

2 0 0 8  v o l u m e :  9 9 . 6  b i l l .  A r .  f l .  ( 5 9 %  f i r m ,  6 %  i n t e r r u p t i b l e  i n d u s t r i a l

a n d  b a l e a r i c  u t i l i t y ,  3 5 %  o f f - s y s l e m a n d  c a p a c i t y  r e l e a s e ) .  N . J .  Na t u -

w  E n e r g y  s u b s i d i a r y  p r o v i d e s  u n r e g u l a t e d  r e t a i l l w h d e s a l e  n a t u r a l

g a s  a n d  r e l a t e d  e n e r g y  s a c s .  2 0 0 8  d a p .  r a t e :  2 . 9 %  Ha s  8 5 4  e m p l o y .

o l u a n - .  o w n  a b o u t  1 . 7 %  d  c o m m o n  ( 1 2 l 0 8 P r o x y ) .  C h i n . ,  C E O ,  &

P r e s .  :  L a u r e n c e  m .  D o w n e d .  I n c . :  N . J .  A d d r . :  1 4 1 5  W y d t o f f  R o a d .

W a l l ,  N J  0 7 7 1 9 .  T e l . :  7 3 2 - 9 3 8 - 1 4 8 0 .  W e b : . n j r e s o u r o e s . c e m.

Jersey Resources did not per-
well

and infrastructure spending.
these projects would create up to

and steady customer
That division added roughly 1,765

t o

Resources ability to

March 13, 2009

Board of Public Utilities for two programs
aimed at stimulating the local economy
through energy efficiency, job creation,

ll' approved,
capital

100 jobs. The benefit to NJR would be an
increase in the safety and reliability of its
distribution system.
Meantime, we have introduced a 2010
bottom-line estimate of $2.70 a share.
Top-line volumes ought to rebound next
year due to the addition of utility custom-
ers, coupled with NJRES' capital projects.
The Steckman Ridge storage facility and
the recently completed 16-inch main
i Aline both ought to contribute nicely.

Wes. timely shares may appeal
momentum- and income-oriented ac-
counts (Timeliness: 2). And the recent
dividend hike of 10.7% only sweetens the
deal, dividend growth is a hallmark here.
Finally, New Jersey '
hold up in such a difficult market is a
plus. This characteristic is supported b
the stock's top Safety rank (1), and high
marks for Financial Strength and Price
Stability.
Ezyan Fong

New
form as as expected during its
2009 fiscal first quarter (ended De-
cember 31st). The New Jersey Natural
Gas (NJNG) unit did benefit from a recent
rate case increase,
growth.
new customers over the December interim.
However, that was not sufficient cnou h to
offset the downturn at the company's\IJR
Energy Services (NJRES) unit. Narrower
winter storage spreads, and a slowdown in
contracted transportation capacity across
the Northeast, cut this se went's contribu-
tion to earnings in haft. Consequently,
NJR's bottom line suffered.
Thus, we have trimmed this year's
earnings figure approximately 11%.
The domestic recession has prompted
many consumers in N.IRls service areas to
scale back spending. Meanwhile, home
foreclosure resulting in vacant domiciles
adds another element of risk and un-
certainty. In all, 2009's prospects have
been hindered. But, on a brighter note,
Economic stimulus pro rams may
bear fruit down the road. §1.ING recent-
ly filed a proposal with the New _Hersey

C)  Div id en d s  h is to r ica l ly  p a id  in  ea r ly  Jan u ary ,
ml ,  J u ly ,  a n d  Oc to b e r .  I  Div id e n d  re in v e s t -

me n t  p l a n  a v a i l a b l e .
( D)  I n d u c e s  r e g u l a t o r y  a s s e t s  i n  2 0 0 8 :  $ 3 4 0 . 7

mi l l io n ,  $ 8 .0 9 Is h a r e .
f f  I n  mi l l i o n s ,  a d ju s t e d  f o r  s p l i t .
( F  R e s t a t e d .

A
1 0 0

6 5
5 0

C o m p a n y  F i n a n c i a l  S t r e n g t h
S t o c k ' s r i c e  St a b i l i t y
Pr i s c a  Gr o wt h  Pc r s i s t o n c o
E a m l n g s  P n d l d a h l l l t y

19.8
16.1 Target Price Range

2 0 1 2 2 0 1 4

80

60
50
40

30
25
20

15

1 0

- 7 . 5
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NYSE-eAS

RECENT
PRICE 29.17 PIE

RATIO 11.4(:.':3:s go) 'éFEL'1{l4%E 1.11DIV D
YLD 6.4%

VALUE
LINE

TIMELINESS 3

3
Raised 12l7l07

S A F E W Lawered 6/17/05

T E C H N I C A L 3 Lawered 2l2Dl09

B E I A . 7 5  ( 1 . 0 0 =M a r k e l )

Ann'I Total
Return
2 6 %
1396

Pr ice
6 5
4 0

H'gh
Uow

2012-14 PROJECTIONS

Gain
( + 1 2 5 %

( + 3 5 %
I n s i d e r  D e c l s l o n s

m Buy
Options
to Sell

A M  J  J A  s  o N D
0 0  0 0 0 0 0  0 0
0  0 0 0 0 1 0  0  0
0 0  0  0  0  1  0  0  0

High:
Low:

44 . 4
37. 1

42 . 9
31 .2

4 2 . 4
3 4 . 0

49 . 0
17. 3

3 9 . 3
2 3 . 7

39 . 7
32 . 0

43 . 0
35 . 5

49 . 9
38 . 7

53 . 7
37 . 8

52 . 0
32. 3

3 6 . 3
2 8 . 4

divide.d  b
.  ' Relative

Ogtlons:
haded area:

L E G E N D S
-  1 3 0  x  D l v i d e n d s  P  s h

ln te res  Rate
nee Strength

Yes . .
.  Pffof recession

Latest recessum began 12/07
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bot tom
The sh ip-

s t rengthen

N l c o r  s t r u g g l e d  I n  t h e  s e c o n d  h a l f  o f
2008.  Mos t  recent ly .  t he company  pos ted
e a r n i n gs  o f  $ 1 . 0 5  a  s h a r e  I n  t h e  f o u r t h

whic h  beat  our  es t imat e  bu t  s t i l l
s h o r t  d '  t h e  p r i o r - y e a r  t a l l y  R i s i n g

ts  coupled wi th the weak  economic  en-
v i ronment  weighed on GAS'  per formance.
A s  a  res u l t ,  annua l  s ha re  ne t  f e l l  be l ow
200Th mark of  $2.98.  Nicor cont inues to be
qjlessured by higher operat ing costs.

e  c o m p a n y  a w a i t s  a  d e c i s i o n  f o r  a
r a t e  c a s e  f i l e d  w i d t h  t h e  I l l i n o i s  C o m -
m e r c e  C o m m i s s i o n  ( I C C ) .  G i v e n  r i s i n g
expendi tures ,  the ut i l i t y  f i led a case for an
ov era l l  i nc reas e  I n  ra t es .  N l c or  s eek s  t o
raise i t s  rate base by  $140.4 mi l l ion to re-
f lec t  a return of  e¢Lul ty  of  I l . l5% .  The new
rate would al low t  e company to bet ter ad-
j us t  t o  t he  c u r ren t  m ark e t  c ond i t i ons .  I n
r e s p o n s e .  t h e  I C C  p r o p o s e d  a  b a s e  l n -
c reas e a l '  $68. 8  m i l l i on ,  wh ic h  re f l ec t s  a
cost  of  equi ty  of  l0. l7% .  The proposal  also
inc ludes  two rate mechanisms focused on
ene rgy  e f l l c i enc y  M anagem en t  I s  I n  t he
proc es s  o f  t °8>° ' " " ' 8  t o  t h i s  o f f e r .  A f t e r
t h i s .  N l c o r  an  t he  I  C  w i l l  mov e  t oward  a
l lnal  dec is ion,  which should be announced
t h i s  m on t h .  A c c ord i ngl y ,  we  rec om m end

i nv es t o r s  m on i t o r  t h i s  s i t ua t i on  s i nc e  i t
w i l l  l i k e l y  h a v e  a  h e a v y  b c a r l n g o n  t h i s
wul t yz  per formance going forward.

e v e  l o w e r e d  o u r  e s t i m a t e s  f o r
2008.  We look  for  the bot tom l ine to come
i n  a t  abou t  $2 . 50  a  s ha re .  wh i c h  i s  nea r
t h e  p r o p o s e d  b a s e  b y  t h e  I CC .  T h l s  e s -
t i m a t e  a s s u m e s  n o r m a l  w e a t h e r  a n d  i s
s u p p o r t e d  b y  t h i s  u t i l i t y ' s  s t e a d y  c a s h
f low However,  i f  the rate case is  approved,
our  es t imat es  may  prov e  t o  be  c ons ewa-
t ive.
W e  a r e  I n t r o d u c i n g  o u r  e x p e c t a t i o n s
f o r  2010 .  We l ook  f o r  t he  l op  and
l ines  to bounce back  nex t  year.
p ing bus iness  should begin t o
over  th is  t ime f rame.  Accord ingly ,  we cs -
t imate earnings of  $2.90 a share.
T h i s  s t o c k  I s  r a n k e d  3  ( A v e r a g e )  f o r
T ime l i nes s .  N leor ' s  p ros pec t s  a re  s ome-
w h a t  I l l - d e f i n e d .  g i v e n  t  e  p e n d i n g r a t e
case.  Thus.  we recommend most  Investors
t ak e  a  wa i t -and-s ee  approac h .  Howev er ,
income-oriented accounts  should note that
t h i s  i s s u e  o f f e r s  a n  a t t r a c t i v e  d i v i d e n d
yield,  which is  above the average for a nat-
ural  gas  ut i l i t y .
Richard Gal lagher March 13. 2 0 0 9

43 . 9
79 . 4

T a r g e t P r i c e  R a n g e
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Stock's Price Stability
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Earnings Predictability
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9 6 . 5

3 7 .0 %

7,0%

3 7 .0 %

6.9%

In c o me  T a x  Ra te

Ne!  Pro f i t  M arg in

3 7 . 0 %

7.2%

4 7 %

5 3 %

4 7 %

5 3 %

L o n g - T e r m De b t  Ra t io

Co mmo n  Eq u i t y  Ra t i o

4 7 %

5 3 %

1 1 8 0

1 6 0 0

1225
1660

Total Capital ($mill)
Ne! Plan! ($mill)

1 4 0 0

1 9 0 0

8 .0 %

1 1 . 0 %

1 1 , 0 %

8 .0 %

11.0%

1 1 . 0 %

Re t u r n  o n Tota l  Cap 'I

R e t u r n o n  Sh r .  Eq u i ty

Re t u r n  o n C o m E q u i t y

8 . 0 %

1 1 . 0 %

1 1 . 0 %

C A P I T A L  S T R U C T U R E a s  o f  1 2 / 3 1 / 0 8
T o t a l  D e b !  $ 7 6 0 . 0  m i l l .  D u e  i n  5  Y r s  $ 2 5 9 . 8  m i l l .
L T D e b t  $ 5 1 2 . 0  m i l l . L T I n t e r e s t $ 3 7 . 0  m i l l .

( T o t a l  i n t e r e s t  c o v e r a g e :  4 . 0 x)

P e n s i o n A s s e t s - 1 2 / 0 7 $ 2 4 1  m i l l .
o b l i g e .  $ 2 6 0  mm.
P f d  S t o c k  N o n e

C o m m o n  S t o c k 2 6 . 5  m i l l .  s h a r e s

M A R K E T  C A P  $ 1 . 0  b i l l i o n  ( M i d C a p )

2 0 0 6 2 0 0 1 1 2 1 3 1 /0 0

5 . 8
3 0 3 . 0
3 0 8 . 8

1 1 3 . 6
1 2 9 . 6

9 8 . 3
3 4 1 . 5

3 4 9 %

6 . 9
4 7 4 .  1
4 8 1  . 0

9 4 . 4
2 4 8 . 0
2 0 8 . 9
5 5 1  . a

3 9 3 %

6 . 1
2 6 8 . 8
2 7 4 . 9

1 1 9 . 7
1 4 8 . 1
1 2 2 . 1
3 8 9 9

4 0 a %

C U R R E N T  P O S I T I O N
($MILL.)

C a s h  A s s e t s
O t h e r
C u r r e n t  A s s e t s

A c c t s  P a y a b l e
D e b t  D u e
O t h e r
C u r r e n t  L i m b .

F x .  C h g .  C o v .

A N N U A L R A T E S
of change (per sh)
R e v e n u e s
" C a s h  F l o w "
E a m i n g s
D i v i d e n d s
B o o k  V a l u e

P a s !
10 Yrs .

8 . 5 %
3 . 0 %
3 . 0 %
1 . 5 %
3 . 5 %

P a s t
Y rs .
8 . 5 %
5 . 5 %
6 . 5 %
2 . 0  A
3 . 5 %

E s t ' d  ' 0 5 - ' 0 7
to '12- '14

6 . 5 %
5 . 0 %
7 . 0 %
5 . 5 %
3 . 5 %

Cal-
endar

QUARTERLY REVENUES (s mill.)
Mar.31 Jun.30 Sep.30 Dec.31

F u l l
Y e a r

2 0 0 6

2 0 0 7
2 0 0 8

2 0 0 9

2 0 1 0

3 9 0 . 4

3 9 4 . 1

3 8 7 . 7

3 9 0

4 1 0

1 7 1 . 0

1 8 3 . 2

1 9 1 . 3

2 0 0

2 1 0

1 1 4 . 9

1 2 4 . 2

1 0 9 . 7

1 2 0

1 2 5

3 3 6 . 9

3 3 1 . 7
3 4 9 . 2

3 4 0

3 5 5

1 0 1 3 . 2

1 0 3 3 . 2

1 0 3 7 . 9

1 0 5 0

1 1 0 0

C a l -
e n d a r

EARNINGS PER SHARE A

M a r . 3 1  J u n . 3 0  S e p . 3 0 D e c . 3 1
F u l l
Y e a r

2006

2007

2008
2009

2010

1 . 4 8

1 . 7 7

1 . 6 3
1 . 7 2

1 . 7 5

d . 3 5

d . 2 2

d . 3 8
d . 3 4

d . 3 3

1 . 1 5

1 . 1 1

1 . 2 5

1 . 2 7

1 . 3 2

. 0 7

. 1 0

. 0 8

. 1 0

. 1 1

2 . 3 5
2 . 7 6

2 . 5 8
2 . 7 5

2 . 8 5

C a l -
e n d a r

QUART ERL Y  DM DENDS PAID B l

M a r . 3 1 J u n . 3 0  S e p . 3 0 D e c . 3 1
F u l l
Y e a r

2005

2005

2007

2008

2009

. 3 2 5

. 3 4 5

. 3 5 5

. 3 7 5

. 3 2 5

. 3 4 5

. 3 5 5

. 3 7 5

. 3 4 5

. 3 5 5

. 3 7 5

. 3 9 5

. 3 2 5

. 3 4 5

. 3 5 5

. 3 7 5

. 3 9 5

1 . 3 2

1 . 3 9
1 . 4 4

1 . 5 2

4 5 5 . 8

4 4 . 9

5 3 2 . 1

4 7 . 8

s s 0 . a

5 0 . 2

6 4 1 .4

4 3 . 8

6 1 1 . 3

4 6 . 0

7 0 7 . 6

5 0 . 6

9 1 0 5

58 .1

3 5 .4 %

9.9%

3 5 .9 %

9.0%

3 5 .4 %

7.7%

3 4 .9 %

6.8%

3 3 .7 %

7 .5 %

3 4 .4 %

7.1%

35.0%

6 4 %

4 6 .0 %

4 9 .9 %

4 5 .1 %

5 0 .9 %

4 3 .0 %

5 3 2 %

4 7 .6 %

51.5%

4 9 . 7 %

5 0 .3 %

4 6 .0 %

54.0%

4 7 0 %

53.0%

8 6 1 . 5

8 9 5 . 9

8 8 7 . 8

9 3 4 . 0

8 8 0 . 5

9 6 5 . 0

9 3 7 . 3

9 9 5 . 6

1 0 0 6 . 6

1 2 0 5 . 9

1 0 5 2 .5

1315 .4

1 1 0 B 4

1373 .4

6 .8 %

9.7%

9.9%

6 .7 %

9 .8 %

10.0%

6.9%

10.0%

10.2%

5.9%

8.9%

8.5%

5 .7 %

9 .1 %

9 .0 %

5 .9 %

8 .9 %

8 .9 %

6.5%

9 9 %

9 8 %

2 .8 %

7 4 %

3.1%

7 0 %

3.5%

67%

1.9%

79%

2 .6 %

7 2 %

2 .7 %

6 9 %

3 7 %

83%

4 .5 %

5 9 %

6.0%

52%

4 .7 %

5 9 %

4 .5 %

5 7 %

4 .5 %

5 8 %

Re t a i n e d  t o  Co m Eq

Al l  Div 'd s  to  Ne t  Pro f

4 ,5 %

5 8 %

O w n s  l o c a l  u n d e r g r o u n d  s t o r a g e .  R e v .  b r e a k d o w n :  r e s i d e n t i a l ,

5 5 % '  c o m m e r c i a l ,  2 8 % ,  i n d u s t r i a l ,  g a s  t r a n s p o r t a t i o n ,  a n d  o t h e r ,

1 7 % .  E m p l o y s  1 , 1 3 0 .  B a r c l a y s  G l o b a l  o w n s  6 . 5 %  o f  s h a r e s ,  o f -

f i c e r s  a n d  d i r e c t o r s ,  1 . 3 %  ( 4 1 0 8  p r o x y ) . C E O : G r e g g  S .  K a n t o r . In c . :

O r e g o n .  A d d r e s s :  2 2 0  N W  2 n d  A v e . ,  P o r t l a n d ,  O R  9 7 2 0 9 .  T e l e -

p h o n e :  5 0 3  2 2 6 - 4 2 1 1 .  i n t e r n e t :  w w w . n w n a t u r a l . c o m .

B U S I N E S S : N o r t h w e s t  N a t u r a l  G a s  C o .  d i s t r i b u t e s  n a t u r a l  g a s  t o

9 0  c o m m u n i t i e s ,  6 6 2 , 0 0 0  c u s t o m e r s ,  i n  O r e g o n  ( 9 0 %  o f  c u s t o m e r s )

a n d  i n s o u t h we s t W a s h i n g t o n  s t a t e ,  P r i n c i p a l  c i t i e s  s e w e d :  Po r t l a n d

a n d  E u g e n e ,  O R ,  V a n c o u v e r ,  W A .  S e r v i c e  a r e a  p o p u l a t i o n :  2 . 5  m i l l .

( 7 7 %  i n  O R ) . C o m p a n y b u y s  g a s  s u p p l y  f r o m  C a n a d i a n  a n d  U . S .

p r o d u c e r s ,  h a s  t r a n s p o r t a t i o n  r i g h t s  o n  N o r t h w e s t  P i p e l i n e  s y s t e m .

Oregon PUC in October. The new arrange-
ment should reduce earnings swings, as
Northwest will book only 10% or 20% of
the profit or loss on the cost of gas, down
from one-third through 2008.
Earnings from present operations will
probab y rise steadily through 2012-
2014. Customer growth will likely contin-
ue to exceed the U.S. average of around
1% per year. Oregon's enlightened regu-
lations should protect Northwest from the
vagaries of the weather, and Washington
will probably institute a weather adjust-
ment clause, as well. Costs should rise at a
slower pace than the customer roster. But
Two large projects could significantly
boost Northwest's earnings by 2014. If
regulators give all necessary approvals, a
gas storage project in California and a new
gas pipel ine in Oregon wil l  come on
stream in 2011-2012. Together, they could
require over $525 million of investment by
Northwest. The company would have to
sell some stock, but the projects could add
at least $0.35 a share to our forecast.
These top-quality shares have solid
risk-adjusted total-return potential.
Sigourney B. Romaine March 13, 200.9

Northwest Natural's fourth-quarter
earnings gain was a bit above normal.
In the final period of 2008, the company
profited from its gas cost-sharing arrange-
ment in Oregon, where it had lost money
in the prior-year period. Operating and
maintenance costs declined 12%, year to
year, and the Oregon weather normaliza-
tion clause helped, as well, though it had
no effect on 2007 December-period profits.
Despite gas cost-sharing profit in the
fourth quarter, Northwest lost about $0.11
a share from the arrangement in 2008.
Customer growth, though, slowed to 1.6%
in 2008, well below the recent average.
Earnings will likely rise nicely in
2009. Northwest guided to a range of
$2.55 to $2.70 a share this year, but we
think the company will do a bit better.
Even though customer growth will proba-
bly be modest in 2009, Northwest should
continue to garner new accounts from cus-
tomers switching to gas from other sources
of heat. The revised gas cost-sharing sys-
tem in Oregon should also help, as the
company should benefit from gas prices
that are now well below last fall, North-
west's gas cost forecast is approved by the

2 7 . 5
1 7 . 8

T a r g e t  P r i c e  R a n g e
2 0 1 2 2 0 1 3 2 0 1 4

1 2 0
1 0 0
8 0
6 4

4 8

32

24
20
16

12

H i l l

'I2-14

C o m p a n y ' s  F i n a n c i a l  S t r e n g t h
St o c k ' s  Pr l c e  S t a b i l i t y
P r i c e  G r o w t h  P e r s i s t e n c e
Ea r n i n g s  Pr e d i c t a b i l i t y

1 0 0

(A) Diluted earnings per share. Excludes non-
recuning items: '98, $0.15, '00, $0.11, '06, (B) Dividends historically paid in mid-February, (C) in millions, adjusted for stock split.
($0.06), '08, ($0.03). Next earnings report due May, August, and November.
early May. I Dividend reinvestment plan available.
© 2009, Value L ine Publ ish ir8, inc. Al l  r io ts  reserved. Factual mater ia l  is  obta ined from sources bel ieved to be re l iab le and is  provided without warrant ies M mg kind.
THE PUBLISHER IS NOT RE PONSJBLE OR ANY ERRORS OR OMISSIONS HEREIN. This publ icat ion is  str ic t ly  tor subscr ibers own, non-commercia l,  in ternal use. o pan
01 it may be reproduced, resold. stored or transmitted in any printed, electronic Ur other form, Ur used for generating or maNteting any printed or electronic publication, service or prnducLh III H I S



PIED NYSE-PNY\Il0NT NAT'L GAS 22.46RECENT
PRICE

PIE
RATIO 14.0(3:3:"s§3313)$88451.36

DIVD
YLD 4 . 6 %

VALUE
LINE

TIMELINESS 3
SAFEW 2

BETA

Raised 8115107

New7/21/90

TECHNICAL 2 Lowered1/9/09

.es (1.00 = Market)

2012-14 PROJECTIONS
Ann'I Total

Return
2 3 %
1 6 %

Price Gain
High 4 5 ( + 1 0 0 %
Low 3 5 ( + 5 5 %

Insider Decisions
A M J J A S O N D
0 0 0 0 0 0 0 1 0
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 1

tn Buy
Options
to Sell
institutional Decisions

192005 202008 aozoos
78 9 7 82
85 77 96

36778 36G8B 35228
'2323
Hld's(0!)0

High :
L o w:

18.1
13 .9

18.3
14.3

19.0
14 .6

19 .0
13 .7

22.0
16.6

24.3
19.2

25.8
21.3

28.4
23.2

28.0
22.0

35.3
21]

32.0
22.4

4 ,__

Ill

2013

divided
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haded area:

LEGENDS
1.40 x Dividends 9 sh
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Yes .

peer recession
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contr ibut ing
I

Meanwhi le,  l l ' s  on ly a
before gas prices

And In the longer  term.  the
natu ral

natural  gas and a greater  gas
than management  ex-

More recently, indications are that
help

l  l x

t ap er ed  g r ow t h  I n  n ew  ac c ou n t s .  A n d
wh i l e t hes e met al ar e s t i l l  r e l a t i ve l y
s teady the s tate of  the regional  economy
sugges ts  cus tomer growth may s low fur -
ther in the months to come. However, cost-
c u t t ing  ef f or ts  ought  to of f s et  the s low-
down and augur  wel l  f or  the bot tom l ine.

t o  a  s h ar e- n et  ad van c e of
f v v l i y  7 % .
W e ve I n t r oduc ed  ou r  2010  ear n ings
est imate at  $1.80 a share. The cont inued
utilization of  Piedmont's Hardy Storage fa-
c l l i ty should provide a nice avenue for ex-
pans ion next year.
mat t er  of  t ime natural
trend higher.
Robeson l lquel led gas  s torage
g-3=== is slightly ahead of schedule and on

u get to be in service by 2012.
T h e s e  n e u t r a l l y  r a n k e d  s h a r e s  m a y
ap p ea l  t o  i n c om e- o r i en t ed  ac c ou n t s .
S inc e ou r  D ec ember  r eview.  t hey have
declined approximately 21%. They s t i l l  do
not of fer much in the way of  capital appre-
c iation potential. However, the recent
downturn provides a more attrac t ive entry

-yielding stock.
March 13. 20109

P i ed m on t  N at u r a l  G as  f i n i s h ed  f i s c a l
2 0 0 8  ( en d ed  O c t ob e r  S l a t )  M t h  s o l i d
r es u l t s ,  des p i t e t he d lR l c u l t  ec onomy.
Revenues advanced 22% due to higher gys-
tem throughput  volumes.  as  wel l  as  a dl-
tional customer accounts at the utility seg-
ment.  However ,  the bot tom- l lne Inc rease
was moderated owing to weaker contr ibu-
t i ons  at  t he Sou ths tar  Energy Servic es
unit. But progress was made.
T h e J an u ar y- p er i od  b o t t om  l i n e  c am e
i n  s l i g h t l y  a b o ve  t h e  p r i o r  ye a r .  T h e
top l ine benellted f rom addit ional custom-
er s  i n  t he r es iden t ial ,  c ommer c ial ,  and
conversion markets . Meanwhi le, the
Hardy Storage f ac i l i ty has  begun to gain
t rac t ion.  I t  recent ly pos ted lL cont r ibu-
tion to Income by more than 20%. Marglns
were impacted last year because of  Dec in-
ing prices.
" ° ' ° 3 °  w r l t ed ow n
p e t e  .
p r i c es  may s tar t  t o widen margins
and b t earnings contr ibut ions f rom the
nonutility portion of  PNY's business mix.
S t i l l ,  ec on om i c  h ead w i n d s  m ay w= ; ' g '
on  t h i s  > l ° ° = ' =  g r owt h  p r os p ec t s . e
pas t  coupe of  quar ters  have exper ienced

point to this good
Bryan Fong

19.7
11.8

Target Price Range
2012 2014

80

60
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40

30
25
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15

w
-7.5

I

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

B++
100

(A) Fiscal year ends October 31st (C) Dividends historically paid mid-January, million, 22¢lshare.
(B) Diluted earnings. Excl. extraordinary item: April, July, October. (E) In millions, adjusted for stock split.
'00, 8¢. Excl. nonrecurring charge: '97, 2¢. I Div'd reinvest. plan available, 5% discount. (F) Quarters may not add to total due to
Next earnings report due early May. (D) includes deferred charges. In 2008: $16.3 change in shares outstanding.

e 2009, Value Line Publishing, inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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sen/ice or product.
This publication is strictly for subscriber's own.
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2012-14 PROJECTI0NS
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Options
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INDEX
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8.9
38.2
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shares
traded
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1993 1994 1995 1996 1997 1998 1999 .2000 2001 .2002 2003 2004 2005 2006

17.03

1.54

.78

.12

11.45

1.35

.61

.72

16.50

1.65

.83

.12

16.52

1.54

.as

.72

16.18

1.60

.as

.12

20.a9

1.44

.64

.12

17.60

1.84

1.01

.12

22.43

1.95

1.08

. l a

35.30

1.90

1.15

.14

20.69

2.12

1.22

.75

26.34

2.24

1.37

.78

29.51

2.44

1.58

.82

31.78

2.51

1.11

.86

a1.1s

3.51

2.46

.92

1.a1

1.11

1.93

1.23

2.08

7.34

2.01

8.03

2.30

6.43

3.06

6.23

2.19

6.74

2.21

1.25

2.82

7.81

3.47

9.67

2.38

11.25

2.67

12.41

3.21

13.50

2.51

15.11

19.51 21.43 21.44 21.51 21.54 21.56 22.30 23.00 23.72 24.41 26.46 27.75 28.98 29.33

15.a

.93

5.9%

16.1

1.06

7.4%

12.2

.82

7.2%

13.3

.Ba

6.4%

13.8

.80

6.1%

21.2

1.10

5.311

13.3

.76

5.4%

13.0

.85

5.2%

1a.s

.10

4.7%

13.5

.74

4.6%

13.3

.76

4.a%

14.1

J O

3.7%

16.6

.ea

3.0%

11.9

.64

3.2%

2007
a2.a0

3.20

2.09

1 0 1

1.88

18.25

29.61

17.2

.91

2.8%

956.4

61.8

418%

6.5%

42.7%

57.3%

839.0

948.9

8.6%

12.8%

128%

2008
32.36

3.27

2.27

1.11

2.08

17.33

29.73

15.9

.98

3.1%

962.0

67.9

43.3%

1.1%

39.2%

60.8%

848.0
m e
8.5%

1a.2%

13.2%

2009 2010 o vALue UNEPUB., mc

a m
3.50
2.45
1.20

33.55

3.65

2.65

1.21

Revenues per sh

"Cash Flor" per  sh

Earnings per sh *

Dlv'ds DecI'd per s h  a  l

has
Ia
110
1.50

2.25

11.35

2.40

19.35

Clp'I Spendlng per sh

Book Value per sh c

2.90

21.20

30.50 31.00 Common Sh: Ourlsfg ° sa.00

sou nu
Valli!
an

Yuan
Um
ma

Avg Ann'I PIE Ratlo

R l l d i v t PIE Ratlo

Avg Ann'I Div 'd W ild

11.0

.95

3.5%

1000

75.0

1040
80.0

Revenues ($mlll)
New mm ($mIII)

1200

100.0

40.0%

7.5%

40.0%

7.7%

Income Tax Rah

Ne t  m m  M in

40.0%
my

40.5%

59.5%

40.5%

59.5%

Long-Term Debt Ratio

Common Equity Ratio

40.5%

59.5%

945

1015

1010
Fm

mal Capltal (smnn
Neo Plant (sum)

1175

1220

9.0%

13.5%

13.5%

9.0%

13.5%

1 1 5 %

Recur on Total Cap'l

Mum on Shh Equlty

R¢4um on Com Equlty

10.0%

14.5%

11.5%

CAPrrAL STRUCWRE as of  12/31/05
Tool Dam $510.4 mil l .  Due In 5 Yrs $a02.7 mill.
LT Debt $332.8 mill. LT Interest $11.0 mill.
(Total interest coverage: 6.0x)

Pension Assets-12/08 $88.3 mill,
Obllg. $142.7 mill.

Pfd Stock none

Common Stock 29,738,256 common she.
ll  of  2123109

MARKET CAP: s1.o billion (Mid Cap)

2001 121311042006

5 .8
4 2 9 .3
4a5.1

1 2 0 .2
237 .6
142.1
4 9 9 .9

5 9 8 %

1 . 9
363 .8
371 .7

1 0 1 .6
1 9 7 .0
124.2
422 .a

5 2 7 %

11.7
318 .8
328 .3

101.2
119.4
108.7
328 .3

4 7 6 %

CURRENT POSITION
(SIIILL)

Cash Assets
Other
Current Assets

Adds Payable
Debt Due
Other
Current Liab.

Flx. Chg. Cov .

P a l !
10 Yrs.

7 . 0 %
7 . 0 %
9 . 5 %
2 . 5 %
7 . 5 %

AnnuAL RATES
of change (per sh)
Rev enues
"Cash Flow"
Egrplngs
Dlv ldends
Book Value

E s ! ' d  ' wo e
it '11-'14

2 . 0 %
4 . 0 %
5 . 5 %
7 . 0 %
4 . 5 %

Past
5 Yrs.

4 . 0 %
9 . 0 %

1 2 . 5 %
4 . 5 / .

1 2 . 5 %

Cal-
sndar

UUARrERLV REVENUES (Smill.)
l l a r . 31  Ju n . 30  S e p . 30  D e c . 31

Full
Your

goos
2007
zoos
2009
2010

372.6

368.4
348.1

a s s

.175

153.8

111.1

135.8

100

170

250.3

260.1

267.7

275

205

154.1

156.2
210.4

200

210

931.4

956.4
962.0

1000

10¢0

Cal-
ondar

EARNINGS PER SHARE A

Mar.31  Jun .30  Sep.30 Dec.31
Full
Yur

20oe

2001

2001

2009

2010

.69

.63

.67
. 7 0

.75

1.06
1.30

1.32

1.35

1.40

.51

d.05

.04

.10

.15

.20

.21

.26

.30

.35

2.46

2.09

2 2 7

2.45

2.65

Ca l -
andar

QUARTERLY DMDENDSPAID Lu
l l a r . 31  Ju n . 30  S e p . 30  D e c . J1

Full
Year

2005

200s

2001

2000

2000

.213

.225

.245

.270

.213

.225

.245

.270

.438

.470

.515

.sea

.ah

.92
1.01

1.11

a92.5

22.0

515.9

24.1

837.3

26.8

505.1

29.4

696.8

34.6

819.1

43.0

921.0

48.6

831.4

72.0

42.8%
5.6%

43.1%

4.8%

42.2%

3 2 %

41.4%

5.8%

40.6%

5.0%

40.9%

5.2%

41.5%

5.3%

41.3%

7.7%

53.8%

37.0%

54.1%

37.6%

57.0%

a5.9%

53.6%

46.1%

50.8%

49.0%

48.7%

51.0%

44.9%

55.1%

44.7%

55.3%

405.9

533.3

443.5

562.2

516.2

607.0

512.5

666.6

608.4

14a.a

675.0

199.9

710.3

877.3

801.1

920.0

7.4%

11.7%

14.6%

7.4%

12.1%

14.a%

6.9%

12.1%

12.a%

7.6%

12.4%

12.5%

7.3%

11.5%

11.6%

7.9%

12.4%

12.5%

8.3%

12.4%

12.4%

10.1%

16.3%

16.3%

4.2%

72%

4.8%

67%

3.5%

76%

4.7%

62%

5.0%

57%

5.9%

52%

6.2%

50%

10.2%

37%

6.7%

48%

6.8%

49%

7.0%

49%

6.5%

50%

Retained to Com Et

All Div'd.1 m NOA mf

7.0%

50%

BUSINESS: South Jersey Industries, Inc. is a holding company. Its

s ubs i di a ry .  So uth J e rs e y  Ga s  Co . ,  di s t r i bute s  na tura l  ga s  t o

3 4 0 , 1 3 6  c us t o me rs  i n Ne w J e rs e y ' s  s o ut he rn c o unt i e s ,  whi r

lovers  about  2 ,500 square mi les  and inc ludes  At lant ic  Ci ty .  Gas

revenue mix '08: residential. 46%; oommardal, 23%; cogeneration

and electric generation, 6%: industrial, 25%. Non-uti li ty operations

induce :  South Je rsey  Energy ,  South Je rsey  Resources  Group,

Marina Energy .  and South Jersey  Energy  Sewioe Plus .  Has  602

employees. OtlJdir. control 1.0% of com. shares, Dimensional Fund

Adv isors ,  6.5%: Barc lays ,  6.1% (a loe proxy).  Churn.  & CEO: Ed-

ward Graham. lnoorp.: NJ. Address: 1 South Jersey Plaza, Folsom,

NJ 08037. Tel.: 609-561-9000. Internet: .sjindustries.oom.

p e t i t i o n  E l f o p o s e s  a
r a c k e r

I t s  n o n u t i l i t y  o p e r a t i o n s  p o s t e d
M a n a g e m e n t

s a y ' s  n o n u t i l i t y  o p e r a t i o n s .
w i l l

c a p i t a l  s p e n d i n g  o n  v a r i o u s  u t i l i t y  i n f r a -
s t r u c t u r e  p r o j e c t s .  T h e  c o m p a n y  i s  s e e k i n g
t o  r e c o v e r ,  a n d  e a r n  a  r e t u r n  u n ,  t h i s  i n -
v e s t m e n t  t h r o u g h  h i g h e r  r a t e s .  T h e  s e c o n d

$ 1 7  m i l l i o n  E n e r g y  E f -
f i c i e n c y t h a t  e n c o u r a g e s  e n e r g y
c o n s e r v a t i o n  w h i l e  a l l o w i n g  S J t o  e a r n  a
c o m p e t i t i v e  r e t u r n .  I n  a d d i t i o n ,  S o u t h  J e r -
s e y  p l a n s  t o  f i l e  a  b a s e  r a t e  c a s e  i n  e a r l y
2 0 1 0 ,  w h i c h  w i l l  r e f l e c t  a p p r o x i m a t e l y
$ 3 8 0  m i l l i o n  i n  c a p i t a l  i n v e s t m e n t  s i n c e
t h e  l a s t  f i l i n g .
T h e  c o m p a n y  l e a s e d  o u t  i t s  i n t e r e s t  i n
t h e  M a r c e l l u s  S h a l e .  I t  h a s  f o r m e d  a n
a g r e e m e n t  w i t h  a n  e x p l o r a t i o n  a n d  p r o d -
u c t i o n  c o m p a n y  t o  d e v e l o p  t h e  d e e p
m i n e r a l  r i g h t s  o n  o v e r  2 1 , 0 0 0  a c r e s  o f  t h e
M a r c e l l u s  S h a l e  i n  w e s t e r n  P e n n s y l v a n i a .
T h i s  m o v e  w i l l  a l l o w  S o u t h  J e r s e y  t o  r e a l -
i z e  t h e  v a l u e  o f  t h i s  a s s e t  w i t h o u t  i n c u r -
r i n g  t h e  c o s t s  o f  d r i l l i n g  t h e  a c r e a g e  i t s e l f .
T h i s  s t o c k  i s  t i m e l y .  E a r n i n g s  a n d  d i v i -
d c n d  g r o w t h  s h o u l d  c o n t i n u e  t o  2 0 1 2 - 2 0 1 4 .
H o w e v e r , t h i s a p p e a r s t o b e p a r t l y
r e f l e c t e d  i n  t h e  c u r r e n t  q u o t a t i o n .  T h e
y i e l d  o n  t h i s  g o o d - q u a l i t y  i s s u e  i s  a l s o  b e -
l o w  t h e  a v e r a g e  o f  t h e  g a s - u t i l i t y  g r o u p .
M i c h a e l  N a p o l i ,  C P A M a r c h  1 3 ,  2 0 0 9

S h a r e s  o f  S o u t h  J e r s e y  I n d u s t r i e s
h a v e  h e l d  u p  w e l l  i n  r e c e n t  m o n t h s .
T h e  c o m p a n y  r e p o r t e d  a  s o l i d  b o t t o m - l i n e
a d v a n c e  f o r  t h e  f o u r t h  q u a r t e r  a n d  f u l l -
g e a r  2 0 0 8 .

h e a l t h y  g r o w t h  a t  t h e  A s s e t
&  M a r k e t i n g  u n i t .  T h e  u t i l i t y  s e g m e n t  h a s
a l s o  b e n e f i t e d  f r o m  i n c r e a s e d  c u s t o m e r
c o n v e r s i o n s  t o  n a t u r a l  g a s  a n d  h i g h e r
m a r g i n s  o n  o f f - s y s t e m  s a l e s .  T h e  c u s t o m e r
b a s e  i n c r e a s e d  b y  r o u g h l y  1 . 3 %  i n  2 0 0 8 ,
d e s p i t e  a  c o n s i d e r a b l e  s  l o w d o w n  i n  t h e
n e w  h o u s i n g  c o n s t r u c t i o n  m a r k e t .
T h e  c o m p a n y  h a s  a t t r a c t i v e  p r o s p e c t s
f o r  t h e  c o m i n g  y e a r s .  N a t u r a l  g a s
r e m a i n s  t h e  f u e l  o f  c h o i c e  i n  t h e  m a r k e t s
s e r v e d  b y  S o u t h  J e r s e y  G a s ,  w h e r e  t h e
f u e l  e n j o y s  a  s i g n i f i c a n t  p r i c e  a d v a n t a g e
o v e r  a l t e r n a t i v e s .  M o r e o v e r ,  h e a l t h  p e r -
f o r m a n c e  s h o u l d  c o n t i n u e  a t  S o u t J e r -

O v e r a l l ,  s h a r e
e a r n i n g p r o b a b l y  a d v a n c e  a t  a  n i c e
d i p  i n  0 0 9 .
S o u t h  J e r s e y  G a s  r e c e n t l y  f i l e d  t w o
p e t i t i o n s  w i t h  t h e  N e w  J e r s e y  B o a r d
o f  P u b l i c  U t i l i t i e s  a d v a n c i n g  e c o n o m -
i c  s t i m u l u s  p l a n s .  T h e  f i r s t  a c c e l e r a t e s
i n t o  2 0 0 9  a n d  2 0 1 0  r o u g h l y  $ 1 0 0  m i l l i o n  o f

disaonL ops.: '99, (s0.02), '00, ($0.04), '01,
($0.02); '02, ($0.04), '0a, ($0.09). '05, ($0.02),
'06, ($0.02), '07, $0.01. Eamings may not sum
due to rounding. Next egg. report due late

B u
100

95
75

Apriueary May. (B) Div'ds paid early Apr.. Jul., Company's Financial Strength
Of ., an late Dar; l Div. reinvest. plan avail. Stock's Price Stablllty
(C) Incl. Pr ic e  Gru f f  Ps rs is ta nos
mill., $9.10 per shi. Eamlngs Pndlctahl l l ly

regulatory assets. In 2008: $270.4
(D) In millions, adj. for split.

15.1
12. 3

Target Price Range
2012 2014

80
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30
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I  2 - 1 4

(A)  Based on GAAP EPS through 2006,  eco-
nomic earnings thereaf ter.  GAAP EPS: '07,
$2.10, '08, $2.58. Excl.  nonrecur.  gain ( loss):
'01,  $0.13;  '08,  ($0.70) Excl gain ( losses) f rom
o 2009, Value Line Publishing, Inc. All vigils reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRDRS OR OMISSIONS HEREIN. ' non-commercial, internal use. No par!
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form,

This publication is strictly for subscriber s own,
or used for generating Ur marketing any printed nr declronic publication. serviceor product.r Mann
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RELATIVE

PIE RATIO

ADIV'D
YLD 5 . 2 %
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L
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E

TIMELINESS 3 Rai5ed 5l23loB

SAFEW 3 L0wered 1l4l91

TECHNICAL 2 Raised 3l6l09

BETA .10 (1.00=Market)

2012-14 PROJECTI0NS
Ann'ITotal

Price Gain Return
High 4 0 ( + 1 2 0 % 2 5 %
Low 3 0 (4-65% 1 7 %

In s id e r  D e c is io n s

to Buy
Option:
no Sell

A M  J  J A  s  o N D
0 0 0 0  0  2  1 1  0
0 1  0  0  0  0 0 0 0
0 a 0 0 0 2  0  0  0

aozaaa
GO
74

33669

zozou
85
65

34150

institutional Decisions
192008

w "I 80
lqsql 88
Hld'§(000) 34496

High :
Low:

26.9
17.3

29.5
20.4

24.7
18.6

25.3
18.1

23.6
19.3

28.2
21.5

28.1
23.5

39.4
260

39.9
26.5

33.3
21.1

26.4
18.1 2013

LEGENDS
1:5.0 x Dividends p sh
dlvlde.d Hg jnteres Rate

- ~. Relative nee Strength
Oguons: Yes

haa@d area: prim/ recesskm
Latest recession began W07
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'A TOT. RETURN 2109
THIS VLARITH.

STOCK INDEX
-21 .3 -44.9
-25.5 -44.1

-355 -29.4

1 yr
3 yr.
5 yr.

g
e
a

Percent
shares
traded

I II'll I IIIHII I
II I I

I
I

III
III
III

I
I
I

III
Ill
IH

HII'll
III II

11 I I I I 11

II I to 'H f fun' .I |..
2001 2002 2003 2005

42.98

4.79

1.15

.so

39.68
5.07
1.16
.82

35.96
5.11
1.13
.82

43.59

5.20

1,25

,Hz

8.17

17.27

8.50

17.91

7.03

18.42

7.49

19.10

32.49 33.29 34.23 39.33
19.0

.97

3.8%

19.9

1.09

3.6%

19.2

1.09

3.8%

205
1.10

3.2%

1396.7

37.2

1320.9

38.6

1231.0

38.5

1714.3

48.1

34.5%

2.7%

32.8%

2.9%

30.5%

3.1%

291%

2.8%

56.2%

39.8%

62.5%

34.1%

66.0%

34.0%

53.8%

38.2%

1417.6

1825.6

1748.3

1979.5

1851.6

2175.7

2076.0

24894

5.1%

6.0%

6.6%

4.3%

5.9%

6.5%

4.2%

6.1%

6.1%

4.3%

6.4%

6.4%

HH
1 9 9 3 1994 1 9 9 5 1996 1997 1998 1999

25.68

3.24

.63

.74

28.16

5.09

1.22

.80

23.03

2.65

.10

.82

24.09

3.00

.25

.82

26,73

3.85

.77

.82

30.17

4.48

1.65

.82

30.24

4.45

1.27

.82

5.43

15.96

6.64

16.38

6.79

14.55

8.19

14.20

6*19

14.09

6.40

15.67

7.41

16.31

21.00. 21.28 24.47 26.73 27.39 30.41 30.99
26.5

1.57

4.4%

14.0

.92

4.7%

NMF

NMF

5.4%

NMF

NMF

4.7%

24.1
1.39
4.4%

13.2

.BE

3.8%

21.1

1.20

3.1%

2000
32.61

4.57

1.21

.82

7.04

16.82

31.71

16.0

1.04

4.2%

1034.1

ae.a

26.2%

3.7%

60.2%

35.8%

1489.9

1686.1

4.6%

6.5%

7.2%

2004
40.14

5,57

1 6 6

.Hz

8.23
19.18
36.79

14,3

,76

3.5%

1477.1

58,9

348%

4.0%

64.2%

35.8%

1968.6

2338.0

5.0%

8.3%

8.3%

2 0 0 6
48.47

5.97

1.98

.82

8.27

21.58

41.77

15,9

.85

2.6%

2024.7

8 0 5

37.3%

4.0%

60.6%

39.4%

2287.8

26684

5.5%

8.9%

8.9%

2001
5028

6,21

1.95

.86

7.95

2298

4281

17.3

.92

2.5%

2152.1

83.2

36.5%

3.9%

58.1%

41.9%

2349.7

2845.3

5 5 %

8.5%

8.5%

20o8
48.53

5.75

1,39

.90

6.79

23.48

4419

20.3

1.25

3.2%

2144.7

61.0

40.1%

2.8%

55.3%

44.7%

2323.3

2983.3

4.5%

5.9%

5.9%

2009 2010 © VALUE LINF PUB., INC

44.45

6.05

1.50

.95

46.75

6.65

1.65

1.00

Revenues perch

"Cash Flow" per sh

Earnings per sh A

Div'ds DecI'd per sh B ut

55.00

1.50

2.30

1.15

7.00

24.45

7.20

25.00

Cap'I Spending per sh

Book Value per sh

9.00

26.00

45.00 46.00 Common Shs 0utst'g c 50.00

Bald fig
Value
esfln

vies are

Llne

Ares

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'l Div'd Yield

15.0

1.00

3.3%

2000

67.5

2150
85.0

Revenues ($mill)
Net Profit ($mill)

2750

115

38.0%

3.4%

38.0%

4.0%

Income Tax Rate

Net Profit Margin

36.0%

4.2%

53.5%

46.5%

52.5%

47.5%

Long-Term Debt Ratio

Common Equity Ratio

51.0%

49.0%

2375

3100

2425
3250

Total Capital($mill)
Net Plant ($mill)

2650
3700

4.5%

6.0%

6.0%

5.5%

7.5%

7.5%

Return on Total Cap'I

Return on Shr. Equity

Return on Com Equity

6.0%

9.0%

9.0%

CAPITAL STRUCTURE as of 12/31/08

Total Debt $13483 mill. Due in 5 Yrs $6240 mill.
LT Debt $1285.5 mill. LT Interest $90.0 mill.
(Total interest coverage: 2.1x)
Leases, Uncapitalized Annual rentals $6.0 mill.
Pension Assets-12/08 $342.9 mill.

Oblig. $558.9 mm.
Pfd Stock None

Common Stock 44,436,610 she.
as of 2/17/09

MARKET CAP: $000 million (Small Cap)

2005 2007 12/31/08

18.8
482.8
501.6
285.7
27.5

202.9
496.1
220%

26.4
411 .7
438.1
191 .4
62.8

255.7
509.9
224%

32.0
4705
502.5
220.7
47.1

260.1
527.9
229%

CURRENTPOSITION
(SMILL)

Cash Assets
Other
Current Assets
Accts Payable
Debt Due
Other
Current Liab.
Fix. Chg. Cov.

Pas!
10 Yrs.

7.0%
6.0%

16.5%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Eamings
Dividends
Book Value

Past
5 Yrs.
4.5%
4.0%
8.0%
.5%

4.0%

Est'd '06-'08
to '12-'14

2.0%
4.0%
4.5%
5.0%
2.5%4.0%

Ca l-
e nda r

QUARTERLY REVENUES (s mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2006

2007

2008

2009

2010

430.9

426.6

447.3

400

440

351.8

371.5

374.4

310
350

565.1

560.3
509.4

500
550

676.9

793.7

813.6

790

810

2024.7

2152.1

2144.7

2000

2150

Cal-
endar

EARNINGS PER SHARE A

Mar.31 J un. 3 0  Se p. 3 0 Dec.31
Full
Year

2006

2001

2008

2009

2010

1.11
1.01

.71

.90

1.10

1.11

1.17

1.14

1.00

1.05

.02

d.01

d.06

d.05

Ni l

d.2e
d.22

d.38

d.35

d.30

1.98

1.95

1.39

1.50

1.85

Ca l-
endar

QUARTERLY DIVIDENDS PAID Bl

Ma r . 3 1  J un. 3 0  Se n. 3 0 Dec.31
Full
Year

2005

2006

2007

2008

2009

.205

.205

.215

.225

.205

.205

.215

.225

.205

.205

.205

.215

.225

.205

.205

.215

.225

.238

.82

.82

.85

.89

2.8%
84%

2.4%

67%

1.9%

71%

1.9%

70%

1 1 %

72%

4.3%

49%

2.2%

65%

5,2%

42%

4.8%

44%

2.1%

63%

2.5%

63%

3.5%

54%

Retained to Com Eq

All Div'ds to Net Prof

4.5%

50%

BUSINESS: Southwes t  Gas  Corpora t ion is  a  regula ted gas  dis -

tr ibutor sewing approximately  1.8 mi llion customers in sect ions of

Arizona, Nevada, and Cali fornia. Comprised of two bus iness seg-

ments: natural gas operations and construction services. 2008 mar-
gin mix:  res ident ia l and small commerc ia l,  86%, large commerc ia l

and industrial, 5%, transportation, 9°/1. Total throughput: 2.4 billion

t e rms .  So ld PriMerit Bank, 7196. Has 4,732 employees. Off. & Dir,

own 1.8% of common stock, T. Rowe Price Associates, Inc., 6.7"/»,
GAMCO Investors, Inc.,  5.8% (3108 Proxy). Chairman: James  J .

Kropid. Chief Executive Off icer: Jeffrey W. Shaw. Inc.: Cali fornia.
Address: 5241 Spring Mountain Road, Las Vegas, Nevada 89193.

Telephone: 702-876-7237. Internet: www.swgas.com.

S h a r e s  o f  S o u t h w e s t  G a s  h a v e  t r a d e d
l o w e r i n  t h e  p a s t  s i x  m o n t h s . S h a r e
e a r n i n g s  f o r  2 0 0 8  c a m e  i n  w e l l  b e l o w  t h e
p r i o r - y e a r  t a l l y .  C u s t o m e r  g r o w t h  d r o p p e d
t o  i t s  l o w e s t  l e v e l  i n  o v e r  t w o  d e c a d e s ,
o w i n g  t o  t h e  p r o l o n g e d  h o u s i n g  s l o w d o w n
i n  t h e  S o u t h w e s t . T h i s h a s  a l s o  h u r t  p e r
f o r m a n c e  a t  c o n s t r u c t i o n  s u b s i d i a r y  N P L .
L o o k i n g  f o r w a r d ,  t h e  b u s i n e s s  e n v i r o n -
m e n t  w i l l  p r o b a b l y  r e m a i n  c h a l l e n g i n g  i n
2 0 0 9 .  T h u s ,  w e  a n t i c i p a t e  u n i m p r e s s i v e
r e s u l t s  f o r  t h e  c u r r e n t  y e a r ,  t o o .  O p e r a t i n g
p e r f o r m a n c e  m a y  w e l l  i m p r o v e  i n  2 0 1 0 ,  a s -
s u m i n g  s u c c e s s  a t  c o n t r o l l i n g  c o s t s  a n d  a n
e c o n o m i c  r e b o u n d .
T h e  c o m p a n y  h a s  a n n o u n c e d  t w o  r a t e
c a s e  s e t t l e m e n t s . I n  A r i z o n a ,  S o u t h w e s t
G a s  w a s  g r a n t e d  a n  a n n u a l  r a t e  i n c r e a s e
o f  $ 3 3 . 5  m i l l i o n ,  w h i c h  w a s  s o m e w h a t  l e s s
t h a n  t h e  $ 5 0 . 2  m i l l i o n  S W X  h a d  b e e n
s e e k i n g .  E l s e w h e r e ,  h i g h e r  r a t e s  i n  C a l i -
f o r n i a  b e c a m e  e f f e c t i v e  i n  J a n u a r y .  L o o k -
i n g  a h e a d ,  S o u t h w e s t  i s  p r e p a r i n g  t o  f i l e  a
r a t e  c a s e  i n  N e v a d a  d u r i n g  t h e  s e c o n d
q u a r t e r .  T h e  c o m p a n y ' s  f o c u s  o n  o b t a i n i n g
r a t e  r e l i e f  a n d  i m p r o v i n g  r a t e  d e s i g n  i s
i m p o r t a n t ,  a s  i t  d e p e n d s  u p o n  s u c h  i m -
p r o v e d  r e v e n u e  i n c r e a s e s  t o  h e l p  i t  c o p e

w i t h  h i g h e r  e x p e n s e s .
S o u t h w e s t  G a s  h a s  a n n o u n c e d  a d i v i -
d e n d  i n c r e a s e . S t a r t i n g  i n  J u n e ,  t h e
q u a r t e r l y  d i v i d e n d  w i l l  b e  $ 0 . 2 3 7 5  p e r
s h a r e ,  a l m o s t  6 %  h i g h e r  t h a n  t h e  m o s t
r e c e n t  p a y o u t .  T h i s  f o l l o w s  s i m i l a r  i n -
c r e a s e s  i n  t h e  p a s t  t w o  y e a r s .  T h i s  p a t t e r n
i s  e n c o u r a g i n g ,  a n d  m a y  w e l l  c o n t i n u e
g o i n g  f o r w a r d .
I n v e s t o r s  s h o u l d  b e  m i n d f u l  o f  s e v e r a l
c a v e a t s .  W a r m e r - t h a n - n o r m a l  t e m p e r a -
t u r e s  d u r i n g  t h e  w i n t e r  m o n t h s  c a n  h i n d e r
p r o f i t a b i l i t y  a t  S o u t h w e s t  G a s .  F u r t h e r  e f -
f o r t s  t o  e x p a n d  o p e r a t i o n s  w o u l d  p r o b a b l y
b e  a c c o m p a n i e d  b y  g r e a t e r  o p e r a t i n g  c o s t s ,
t o o .  M o r e o v e r ,  i n s u f f i c i e n t ,  o r  l a g g i n g ,  r a t e
r e l i e f  c a n  h u r t  p e r f o r m a n c e .
T h e s e s h a r e s  a r e  n o t  a  s t a n d o u t  f o r
t h e  c o m i n g  s i x  t o  1 2  m o n t h s . M a r k e t
c o n d i t i o n s  w i l l  l i k e l y  c o n t i n u e  t o  s t y m i e
g r o w t h  a t  S o u t h w e s t  C a s  i n  t h e  n e a r  t e r m .
L o o k i n g  f u r t h e r  o u t ,  w e  a n t i c i p a t e  h i g h e r
e a r n i n g s  b y  2 0 1 2 - 2 0 1 4 .  M o r e o v e r ,  t h i s  i s -
s u e ' s  h e a l t h y  d i v i d e n d  y i e l d  m a y  a p p e a l  t o
i n c o m e - o r i e n t e d  i n v e s t o r s .  F r o m  t h e  c u r -
r e n t  q u o t a t i o n ,  t h i s  s t o c k  h a s  g o o d  t o t a l
r e t u r n  p o t e n t i a l  f o r  a  u t i l i t y .
M i c h a e l N a p o l i ,  C P A M a r c h  1 3 ,  2 0 0 . 9

ops.: '95, 75¢. Totals may not sum due to
rounding. Next egg. report due early May.
(B) Dividends historically paid early Mardl,
June, September, December. i t  Div 'd rein-

vestment and stock purchase plan avail. (C) In
millions.

Company's Financial Strength
Stock's Prlce Stability
Price Growth Persistence
Earnings Predictability

B
100
55
70

23.0
16.9

Target Price Range
2012 2014

80

60
50
40

30
25
20

15
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-7.5

hlllllllll
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"2-14

936.9

39.3

35.5%

4.2%

60.3%

35.5%

1424.7

1581.1

4.8%

7.0%

7.8%

(A) Based on avg. shares outstand. thru. '96,
then diluted. Excl. nor rec. gains (losses): '93,
8¢, `97, 16¢; '02, (10¢), '05, (11¢), '06, 7¢. Ind.
asset writedown: '93, 44¢. Excl. loss from disc.
o 2009, Value Line Publishing , Inc. All rt Hts reserved. Factual material is obtained loom sources believed lo be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RE3PONSIBLEgFOR ANY ERRORS OR OMISSIONS HEREIN. Thiséaublication is strictly lot subs:riber's ohm, non-commercial, internal use. No part
al it may be reproduced. resold, stored or transmitted in any printed, dectrunic or other form. or use for generating or marketing any primed or demonic publication, service of pr0duc1.r III!
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TIMELINESS 2 Raised 2l13lU9
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Price Gain
High 4 5
Low 3 5

2012-14 PROJECTIONS
Ann'ITotal

Return
5 5 % 1 5 %
2 0 % 9 %

lo Buy
Options
Qg Sell

I n s i d e r  D e c i s i o n s
A M J J A S O N D
0 1 0 0 0 0 0 0 0
0 5 1 0 0 2 0 4 0
0 7 1 0 0 2 0 4 0

I n s t i t u t i o n a l  D e c l s l o n s
zozooa

95
100

34195

302008
BE

119
32939

102005
106

89
35559

to Buy
Io Sell
Hld's(II0II

High :
Low :

30 . 8
23. 1

29 . 4
21 . 0

30 . 5
25 . 3

29 . 5
19 . 3

28 . 8
23 . 2

31 . 4
26 . 7

34. 8
28 . 8

33 . 6
27 . 0

35 . 9
29 . 8

37. 1
22 . 4

35 . 5
28 . 9

'44.
240 M

2013

Relative rice Strength

prior recession
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Options: Yes
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2007 2008 2009 2010 o VALUE UNE PUB., mc 12-14

53.51

3.89

2.10

1.37

52.65

4.34

2.44

1.41

53.50
4.40
2.50
u s

54.50
4.45
2.55
1.50

Revenues per sh A
"Cash Flow" per sh
Earnings per  sh |
Dlv'ds DecI 'd per sh  °1

57.90
4.70
2.75
1.60

3.33

19.83

2.10

20.99

s.oo

2 2 . 5

1 0 0

23.10

Clp ' I Spending per sh

Book Value Pei sh °
1 5 0

26.45

49.45 49.92 50.00 50.00 Common She 0utst'g E 50.00

15.6

.oz

4.2%

13.7

.as

4.2%

l \amllg
w
B M

' I I I  an
U m
:Los

Avg Ann'IPIE Ratlo

Rll l t i v i  PE Ra t i o

Av g Mn' l Div 'd Yldd

15.0

1.00

4.2%

2546.0
102.9

2628.2
122.9

2675

125

m a
130

Revenues ($mlll) A

Net Profit ($milll

:Os s

140

39.1%

3.9%

37.1%

4.7%

17.0%

4.7%

31.0%

4.7%

Income Tax Rah

Net Prost lhrgln

Ia#
a x

37.9%

60.3%

35.9%

62.4%

36.5%

62.0%

35.5%

53.0%

Long-Tarm Debt Ratio

Common Equity Ratlo

34.0%

u . 5 %

1625.4

2150.4

1679.5

2208.3

m o
2 : 25

m s

2420

Total Capital ($mlII)

Net Plant (small)

2050
2720

1.6%

10.2%

10.4%

8.5%

11.4%

11.6%

1.0%

11.5%

11.0%

1.0%

11.0%

11.5%

Return on Tool Cap'I

Return on Shi. Equity

Return on ComEqulty

8.0%

10.5%

11.0%

ll
I

1993 1994 1995 1998 1997 1998 1999 2000 2001 2002 2003 2004 2005
21.55

2.25
1.31
1.09

21.69

2.43

1.42

1.11

19.30

2.51

1.45

1.12

22,19

2.93

1.85

1.14

nr

24.16

a.

1.85

1.17

23.74

2.79

1,54

1.20

20.92

2.14

1.41

1.22

22.19

3.20

1.19

1.24

29.80
a.24
1.88
1.26

32.63
2.sa
1.14
1.21

42.4s
4.00
2.30
1.28

42.9a

3.87

1.98

1.30

44.94

3.91

2.13

1.32

2.43

11.04

2.84

11.51

2.63

11.95

2.85

12.79

3.20
1a.4a

3.62

13.85

3.42

14.12

2.67

15.31

2.sa

16.24

3.34

15.78

2.65

16.25

2.33
16.95

2.32
17.80

41.50 42.19 42.93 43.70 4370 43.84 46.47 46.47 48.54 4a.ss 48.63 4a.s1 4a.s5

15.6

.92

5.3%

14.0

.92

5.6%

12.1

.as

6.1%

11.5
.72

5.4%

12.7
.73

5.0%

17.2

.89

4.5%

17.3

.99

4.8%

14.6

.95

4.8%

14.7

.15

4.6%

2a.1

1.26

4.8%

11.1
.63

5.0%

14.2

.75

4.6%

14.1
.78

4.2%

2006
sa.9s

3.89

1.94

1.35

3.27

18.88

4a.89
15.5

.84

4.5%

2637.9

96.0

39.0%

3.6%

37.8%

60.4%

1526.1

2067.9

7.6%

10.1%

10.3%

CAPrrAL STRUCTURE as of 12l31IOl
Tall Debt $107s.0 mill. Due in s Yrs $264.5 mill.
LT Debt $857.7 mill. LT Interest $31.4 mill.
(LT interest earned: 5.9x, total interest coverage:
5.2x)
Pension Asscts-9/08 $588.2 mill.

Oblig. $590.5 mill.
PMcmd Stock $28.2 mill. pm. Dlv 'd $1.3 mill.

Common Stock500124,429 she.
a s  d l r a l m

LIAm<Er CAP: $1.5 billion (Mid Cap)

zoos 12131101

6 . 2
736. 1
7 4 2 . 3
243. 1
347 . 0
158. 4
7 4 8 . 5
4 9 0 %

4 . 9
568 . 8
573 . 7
2 1 6 . 9
2 0 5 . 4
134 . 8
557. 1
432°/o

8 . 8
1066. 3
1075. 1

326 . 9
415 . 3
2 7 1 . 8

1014. 0
5 0 0 %

CURRENT POSIT10N 2oo1
( n u )

C o s  A s s e t s
Other
Current Assets
A m ;  P a y a b l e
Debt  Due
Oth e r
Currern Limb.
Fix. Chg. Cov.

Pa s t
10 Yrs.

8 . 5 %
3 . 5 %
2 . 0 %
1. 5%
4 . 0 %

ANNUAL RATES
d derange (per sh)
Re v e n u e s
"Cash Flow"
Eamungs
Dlvidends
Book Va lue

P a s t  E s f d  ' 05 - ' 0 l
s Yrs. to '12-'14

9 . 0 % 1. 5%
4 . 0 % 2 . 5 %
4 . 0 % 4 . 0%
1. 5% 2 . 5 %
4 . 5 % 5 . 0%

F ls c ll
Y o u

Ends

wAmmv REVENUES (S mill.) A
Dec .31  Mar.31  Jun .30 Sep.30

Flll l
F ls c l l
Y o u

zoos

2001

2000

2009

2010

902.9 1054.5

732.9 1119.9

751.6 1020.0

a21.5 1024

a s s 1040

346.9

487.5

464.7

469.5

485

323.6

a25.1

391.9

3 6 0

3 7 0

2637.9

2646.0

2628.2

2675

2730

Flseal
Your
Ends

HRNINGS PER SHARE A I

Dec .31  Mar.31  Jun .30 Sep.30

Full
Flscal
Year

zoos

2001

2008

2009

2010

1.17

1 .21

1.66

1.50

1.50

d.15

d.31

d.24

d.1a

d.15

d.01

.22

.06

.15

.15

.93

.92

.96
1.03

1.05

1.94

2.10

2.44

2.50

2.55

Cal-
endar

ouAn1EnLv DMDENDS PAID c l
M a r . 31  Ju n . 30  S e n . 30  D e c . 31

Full
Your

2005

2006

2001

2000

2000

.333

.338

.34

.36

. a l a

.338

.34

.36

.333

.338

.34

.a s

.325

.333

.34

.34

.a s

1.32

1.34

1.36

1.42

972.1

68.8

1031.1

a4.s

1446.5

89.9

1584.8

55.7

2064.2

112.a

2089.6

98.0

2186.3

104.8

38.0%

7.1%

36.1%

a.2%

39.6%

6.2%

34.0%

3.5%

38.0%

5.4%

38.2%
4.1%

37.4%

4.8%

41.5%

56.1%

43.1%

54.a%

41.7%

56.3%

45.7%

52.4%

43.8%

54.3%

40.9%

57.2%

39.5%

58.6%

1218.5

1402.1

1299.2

1450.3

1400.8

1519.7

1462.5

1606.8

1454.9

1874.9

1443.6

1915.6

1478.1

1969.7

7.1%

9.7%

9.9%

1.9%

11.4%

11.1%

7.9%

11.0%

11.2%

5.3%

1.0%

7.2%

9.1%

13.1%

14.0%

8.2%

11.5%

11.7%

8.5%

11.7%

12.0%

1.8%
82%

3.7%

69%

3.8%

67%

NMF

112%

6.2%

56%

4.1%

65%

4.6%

62%

3 2 %

69%

3.5%

66%

s.0%

57%

4.5%

57%

4.5%

57%

Retained to Com Et

All Div 'ds Ia in Prof

4.5%

51%

rddt .  I ns:  D .C.  and VA Addr . :  1100 H St . ,
20080.  Tel. :

BUSINESS:  WGL Holdings,  Inc.  is  the parent  of  Washington Gas
Light .  a natural gas dist r ibutor  in Washington,  D .C.  and adjacent
ar eas  d  VA and MD  t o  r es ident ' I  and  comm' I  user s  ( 1 , 053. 032
meters) .  Hampshire Gas.  a federally regulated sub. ,  operates an
under gr ound gas - s t o r age  f ac i l i t y in  WV.  N an- r egu la t ed  subs . :
Wash.  Gas Energy Sacs.  sel ls  and del ivers natural gas and pro-

vides energy related products in die D .C.  met ro area,  Wash.  Gas
Energy Sys.  des ignshnstal ls  comm' I  heat ing,  vent i lat ing.  and air
cord.  systems.  Amer ican Century I nv.  own 7.1%  of  common s lot ,
Ot l. ldir .  less than 1% (1109 proxy).  Chrmn. & CEO: J.H. DeGrat len-

N.W.,  Washington,  D.C.
202-624-6410. Internet: .wgIhoIdings.com.

M a r c h  1 3 ,  2 0 0 9

W G L  H o l d i n g s  s t a r t e d  f i s c a l  2 0 0 9  ( b e -
g a n  O c t o b e r  l e t )  o n  a  h i g h  n o t e .  I t s
r e g u l a t e d  u t i l i t y  b u s i n e s s  g a i n e d  r o u g h l y
7 , 5 0 0  a c t i v e  m e t e r e d  a c c o u n t s  o v e r  t h e
y e a r - a g o  p e r i o d .  A n d  t h e  r e t a i l  e n e r g y
m a r k e t i n g  s e g m e n t ' s  c o n t r i b u t i o n  t o  r e v e -
n u e s  a n d  e a r n i n g s  g o t  a  b o o s t  f r o m  h i g h e r
r e a l i z e d  m a r g i n s  o n  t h e  s a l e  o f  n a t u r a l
s o s .  T h e s e  i t e m s  c o n t r i b u t e d  n i c e l y  t o  t h e

%  t o p - l l n e  v o l u m e  a d v a n c e .  M e a n w h i l e ,
d e c r e a s e d  l a b o r  a n d  b e n e f i t  c o s t s ,  d u e  t o
o u t s o u r c i n g s ,  b e n e f i t e d  m a r g i n s .  H o w e v e r ,
o f f s e t t i n g  f a c t o r s  i n c l u d e d  a  s l o w i n g  o f
n a t u r a l  g a s  a n d  e l e c t r i c  v o l u m e s  o w i n g  t o
a  r e d u c e d  n u m b e r  o f  c u s t o m e r s  a t  t h e
r e t a i l  e n e r g y  s e g m e n t .  S t i l l ,  i n  a l l ,  W G L ' s
b o t t o m  l i n e  a d v a n c e d  7 . 3 %  o v e r  t h i s
t i m e f r a m e .
H o w e v e r ,  M a r c h - i n t e r i m  s h a r e  n e t
w i l l  l i k e l y  f a l l  s h o r t  c o m p a r e d  t o  t h e
p r e v i o u s  y e a r .  O v e r  t h e  p a s t  1 2  m o n t h s ,
W C L  h a s  i n i t i a t e d  d e c o u p l i n g  p r o g r a m s  i n
b o t h  V i r g i n i a  a n d  t h e  D C  a r e a s  t o  h e l p
m i n i m i z e  t h e  e f f e c t s  o f  w e a t h e r  a n d  u s a g e
o n  i t s  f i n a n c i a l  r e s u l t s .  T h u s ,  l a s t  y e a r ' s
s e c o n d  q u a r t e r  b e n e f i t e d  f r o m  i n c r e a s e d
c o n s u m p t i o n  l e v e l s  w h e r e a s  2 0 0 8 ' s  h a s
n o t .  M o v i n g  f o r w a r d ,  d e c o u p l i n g  c r e a t e s  a

s m o o t h i n g  e f f e c t  o n  t h e  b o t t o m  l i n e ,  a n d
o u g h t  t o  r e d u c e  e a r n i n g  v s  v o l a t i l i t y .
O n  b a l a n c e ,  t h o u g i i ,  t h e  c o m p a n y
o u g h t  t o  s e e  i t s  p r o  t s  r i s e  r o u g h  y  3 %
t h i s  y e a r .  T h e  r e g u l a t e d  u t i l i t y  s e g m e n t
o u g h t  t o  c o n t i n u e  t o  b e n e f i t  r a m  a d d i -
t i o n a l  a c t i v e  m e t e r s .  H o w e v e r ,  m a n y  i n
t h i s  i n d u s t r y  h a v e  b e e n  e x p e r i e n c i n g  a
m o d e r a t i o n  i n  n e w  a c c o u n t s .  T h i s  s t e m s
f r o m  t h e  s h a r p  r e c e s s i o n a r y  e n v i r o n m e n t
t h a t  h a s  p u s h e d  u p  h o m e  f o r e c l o s u r e s .
F u r t h e r m o r e ,  n a t u r a l  g a s  c o n s u m p t i o n
p a t t e r s  m a y  d e c l i n e  t h r o u g h o u t  a l l  s e w -
i c e  a r e a s  a s  c o n s u m e r s  t r y  t o  c u t  m o n t h l y
s p e n d i n g .  S t i l l ,  w i t h  o v e r  o n e  m i l l i o n  a c -
t i v e  m e t e r s ,  W G L  a p p e a r s  t o  b e  i n  g o o d
s h a p e  t o  w e a t h e r  t h i s  e c o n o m i c  s t o r m .
T h e s e  h l § h - s u a l i t f  s h a r e s  h a v e  p r o -
v i d e d  a  b  t  o  a  s a  e  h a v e n ,  a s  t h e y  h a v e
h e l d  u p  b e t t e r  t h a n  m o s t  s t o c k s  s i n c e  o u r
D e c e m b e r  r e v i e w .  T h e y  a r e  a l s o  r a n k e d  t o
o u t p e r f o r m  t h e  b r o a d e r  m a r k e t  i n  t h e  c o m -
i n g  y e a r .  W h a t ' s  m o r e .  d i v i d e n d  g r o w t h  i s
a  h a l l m a r k  h e r e .  O n  t h e  d o w n s i d e .  W G L
o f f e r s  m i n i m a l  a p p r e c i a t i o n  p o t e n t i a l  f o r
t h e  c o m i n g  3  t o  5  y e a r s ,  b u t  t h i s  i s  t y p i c a l
f o r  m o s t  u t i l i t i e s .
B r y a n  F o n g

Aper

m a y ,

may not sum to total. due to change in shares
out8tandin8. _Next earnings report due late

. (C) ivldends historically paid early Feb-
May. August, and November. l Dividend

reinvestment plan available
(D)

A
100

5 0
7 5

. Company's Financial Strength
Indudas dstenad °"='g°= and intangibles. Stock's  Prlu Stabll l ty

'08: $291.3 million, $5.81ls . Price Grams Persistence
(E) In millions, adjusted for stock split. Eamings Pnedictabllity

31 , 5
21 . 8

Target Pl'ice Range
2012 2014

80

60
50
40

_ 30
Z5
20

15

10
_7 . 5

( A l Fiscal years end Sept. 30th.
(B  Bas ed on di luted s ha res .  Exc ludes  non-
recuning losses: '01, (13¢), '02, (34¢), '07, (4¢)
discont inued operat ions: '06,  (15¢) Qt ly  egg.
Q 2009, Value Line Publishing , Inc, All rt Hts reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties al any kind.
THE PUBLISHER IS NOT RESlPONSIBLEgFOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part
of it may be reproduced, resold, stated or transmitted in any printed, electronic or other form. or used for galerating or marketing any printed or electronic publication, service Ur productF IIIE
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Scotirade'

(-0.63%)

AMERICAN sTs WTR CO (NYSE)
AWR 31.35 v-0.20 15:00 ETVol. 256,519

Zacks.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

General Information
AMER STATES \NTR
630 East Foothill Boulevard
San Dimas, CA91173-1212
Phone: 909 394-3600
Fax: 909 394-0711
Web: www.gswater.com
Email: investorinfo@aswater.com

Industry

Sector:

AmericanStates is a public utility company engaged principally in thepurchase, production, distribution and sale of
water. The company alsodistributes electricity in somecommunities. In the customer service areas for both water
and electric, rates and operations are subject to the jurisdictionof the California PublicUtilities Commission.

Price and Volume Information

December
03/31 /09
08/06/2009

UNTIL-WATER
SPLY
Utilities

Ah

lNV&51MENT RESEARCH
proven Ratings, Reseafcnétr Reaummendaliuns

Zacks .com Quotes and Research

A

:Ac KS

ERHRJ 80-Dag Closing Pr ices 5 .:ss.o

s4.s

8440

Page 1 off

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

31 .55

42.00

27.00

0.41

168,721 .91

N/A

aa . s

s : . u

s2 .s

$2.0

s1 .s

$110

-9.21

-0.60

-4.94

-13.79

-26.19

-3.29

% Prlce Change

4 week

12 Week

YTD

Share Information
Shares Outstanding
(millions)
Market Capitalization
(millions)

Short Ratio

Last Split Date

04-so-as as-29-09.

% price Change Relative to S&P 500

4 Week

12 Week

YTD

Dividend Information

17.32 Dividend yield

Annual Dividend

542.92 Payout Ratio

2.55 Change in payout Ratio

06/10/2002 Last Dividend Payout / Amount

3.19%

$1 .00

0.62

0.00

05/07/2009 / $0.25

EPS Information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.44

1 .66

8.70

08/06/2009

Consensus Recommendations

Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

1.67

2.33

2.00

1.50

EPS Growth Sales Growth

18.85 vs. Previous Year

19.47 vs. Previous Quarter

2. 17

-6.67% vs, Previous Year

-30.00% vs. Previous Quarter:

15.47%

-5.45%

ROE ROA

Fundamental Ratios

PIE

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Ratios

Price/Book 1 .74 03/31/09 9.02 03/31/09 2.68

http://www.zacks.com/research/print.php?type=report&t=AWR 5/30/2009



Zacks.com Page 2 off

2.80

2.77

8.51

8.91

8.91

Price/Cash Flow

Price/ Sales

Current Ratio

03/31/09

12/31/08

09/30/08

Net Margin

03/31/09

12/31/08

09/30/08

Inventory Turnover

03/31/09

12/31/08

09/30/08

8.33 12/31/08

1.65 09/30/08

Quick Ratio

0.82 03/31/09

0.66 12/31/08

0.57 09/30/08

Pre-Tax Margin

9.75 03/31/09

11.10 12/31/08

1427 09/30/08

Debt-to-Equity

52.72 03/31/09

54.08 12/31/08

59.72 09/30/08

9.20 12/31/08

8.97 09/30/08

Operating Margin

0.80 03/31/09

0.64 12/31/08

0.55 09/30/08

Book vaiue

9.75 03/31/09

11.10 12/31/08

14.27 09/30/08

Debt to Capital

0.98 03/31/09

0.86 12/31/08

0.86 09/30/08

18.01

17.96

18.02

49.56

46.19

46.19

http://www.zacks.com/research/print.php?type=report&t=AWR 5/30/2009



Scorfrade'CALIFORNIA WTR svc GROUP (NYSE)
(1.10%)34.82CWT -0.38 16:05 ETVol. 159,092

Zacks.com

Industry

Sector:

General Information
CALIF WATER SVC
1720 North First Street
San Jose, CA 95112
Phone: 408367-8200
Fax: 408437~9185
Web: www.calwatergroup.com
Email: klichtenberg@calwater.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

Califomla Water Service Company's business. which is carried on through its operating subsidiaries, consists of the
production, purchase, storage, punhcation. distribution and sale of water for domestic, industrial, public and irrigation
uses, and for tire protection. It also provides water related services under agreements with municipalities and other
private companies. The nonregulated services include full water system operation, and billing and meter reading
sewioes.

Price and Volume Information

Zacks Rank

yesterday's Close

52 week High

52 Week Low

Beta

20 Day Moving Average

Target Prioe Consensus

December
03/31/09
07/22/2009

UNTIL-WATER
SPLY
Utilities

34.44

48.28

27.68

0.55

168,056.95

N/A

IH

INVESTMENT RESEARCH
Proven Ratings, Research xf Hwommendsfions

Zacks.com Quotes and Research

A ZAC KS

ECIITI 80-Das Closing Pr ices

37.0

34.0

as.a

34:0

s:s.u

oh. 0

ae.o

Page 1 off

as-29-as

% Price Change

4 Week

12 week

YTD

-10.79

-7.96

-25.01

-15.28

-31.65

.26.44

Share Information
Shares Outstanding
(millions)
Market Capitalization
(millions)

Short Ratio

Last Split Date

04-so-as

% Price Change Relative to ss.p 500

4 Week

12 Week

YTD

Dividend Information

20.72 Dividend Yield

Annual Dividend

721.61 Payout Ratio

2.62 Change in Payout Ratio

01I26/1998 Last Dividend Payout / Amount

3.39%

$1 .18

0.59

-0. 1 g

05/06/2009 / $0.29

EPS Information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.53

2.07

8.00

07/22/2009

Consensus Recommendations

Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.17

2.50

2.57

2.29

EPS Growth Sales Growth

Fundamental Ratios

PIE

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

16.81 vs. Previous Year

17.32 vs. Previous Quarter

2.10

1,100.00% vs. Previous Year

-65.71% vs. Previous Quarter:

18.78%

-13.48%

http://www.zacks.com/research/print.php?type=report&t=CWT 5/30/2009
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ROE ROA
1.81 03/31/09

9.02 12/31/08

1.70 09/30/08

10.58 03/31/09

10.14 12/31/08

9.99 09/30/08

3.14

3.10

3.14

QuickRatio Operating Margin

0.52 03/31/09

0.61 12/31/08

0.54 09/30/08

9.92

9.70

9.81

0.56 03/31/09

0.65 12/31/08

0.57 09/30/08

Pre-Tax Margin

15.95 03/31/09

15.67 12/31/08

.. 09/30/08

Book Value

15.95 03/31/09

15.67 12/31/08

.. 09/30/08

19.28

19.45

19.37

PriceRatios
Price/Book

Price/Cash Flow

Price / Sales

CurrentRatio

03/31/09

12/31/08

09/30/08

Net Margin

03/3t/09

12/31/08

09/30/08

InventoryTurnover

03/31/09

12/31/08

09/30/08

Debt-to-Equity Debt to Capital

35.94 03/31/09

34.10 12/31/08

... 09/30/08

0.72 03/31/09

0.71 12/31/08

0.72 09/30/08

41.82

41.64

41.83

http://www.zacks.com/research/print.php'?type=report&t=CWT 5/30/2009



AQUA AMERICA INC (nosE) 88918439

(-0.96%)WAR 16.49 v-0.16 16:04 ETVcL 904,41 g
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Aqua America is the largest publicly-traded U.S.-based water utility sewing residents in Pennsylvania, Ohio, Illinois,
Texas, New Jersey, Indiana, Virginia, Florida, North Carolina, Maine, Missouri, New York, South Carolina and
Kentucky. The company has been committed to the preservation and improvement of the environment throughout its
history, which spans more than 100 years.

General informat ion
AQUA AMER INC
762 W Lancaster Avenue
Bryn Mawr, PA 19010-3489
Phone: 610 527-8000
Fax: 610-645-1061
Web: www.suburbanwater.com
Email: ir.aquaamerica.com

Industry

Sector:

UNTIL-WATER
SPLY
Utilities

Fiscal Year End
Last Reported Quarter
Nam EPS Date

December
03/31/09
08/05/2009

Price and Volume information

IZHTR J 30-Dau C losing Pr icesZacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

.ea
16.65

22.00

12.20

0.23

1,107,139.38

N/A

19.0

18.5

18.0

17.5

17.0

1s.s

-10.14

-9.64

-19.91

-14.67

-32.90

-19.04

% Price Change

4 Week

12 Week

YTD

Share Information
Shares Outstanding
(millions)
Market Capitalization
(millions)

Short Ratio

Last Split Date

114-30-09 05-29-09.

% Price Change Relative to S&P 500

4 Week

12 Week

YTD

Dividend Information

135.41 Dividend Yield

Annual Dividend

2,232.96 Payout Ratio

12.63 Change in Payout Ratio

12/02/2005 Last Dividend Payout l Amount

3.27%

$054

0.71

0.07

05/14/2009 / $0. 14

EPS in f ormat ion

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.20

0 8 3

8.30

08/05/2009

Consensus  Recommendat ions

Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.11

2.38

2.22

2.22

EPS Growth Sales GrovNh

Fundamental Rat ios

PIE

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

19.78 vs. Previous Year

21.70 vs. Previous Quarter

2.39

27.27% vs. Previous Year

-26.32% vs. Previous Quarter:

10.92%

-3.35%

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report8Lt=WTR
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9.77 03/31/09

9.58 12/31/08

9.70 09/30/08

2.99

2.93

2.96

2. 10 03/31/09

11.57 12/31/08

3.48 DQ/30/08

QuickRatio
0.60 03m/09

0.63 12/31/08

0.59 09/30/08

Operating Margin

0.55 03/31/09

0.58 12/31/08

0.54 09/30/08

15.87

15.62

15.77

Pre-Tax Margin Book Value

26.37 03/31/09

25.92 12/31/08

25.94 09/30/08

26.37 03/31/09

25.92 12/31/08

25.94 09/30/08

7.86

7.85

7.62

Price/Book

Price/Cash Flow

Price / Sales

Current Ratio

03/31/09

12/31/08

09/30/08

Net Margin

03/31/09

12/31/08

09/30/08

Inventory Turnover

03/31/09

12/31/08

09/30/08

Debt-to-Equity Debt tn Capital
31 .95 03/31/09

24.96 12/31/08

6.51 09/30/08

1 .15 03/31/09

1 .18 12/31/08

1.18 09/30/08

53.52

54.15

54.14

http://www.zacks.com/research/print.php?type=report&t=WTR 5/30/2009



ScaMrade'AGL RESOURCES INC (nosE)
AGL 28.46 v-0.t6 18:02 go"Vol. 229,976(~0.56°=»)

Zacks.com

Industry
Sector:

General Informatkan
AGL RESOURCES
Ten Peachtree Place NE
Atlanta, GA 30309
Phone: 404 584-4000
Fax: 404 584-3945
Web: www,aglresources.com
Email: scave@aglresources.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

AGL Resources principal business is the distribution of natural gas to customers in central, northwest, northeast and
southeast Georgia and the Chattanooga, Tennessee area through its natural gas distribution subsidiary. AGL's
major service area is the ten county metropolitan Atlanta area.

Price and Volume information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

December
02/31 /09
07/28/2009

UTIL~GAS DISTR
Utilities

28.62
36.42
24.02

0.43

453,827.84

33.75

a t

prawn Ha tffrgrs 8eseaff:?:& Rwammendafimfs
Zacks.com Quotes and Research

- 4494833' M #4r #re

A
s. ZAC KS

X

8 [RGL J 30-Day C Losi n Pm ic¢s»- s 2 . s

s 2 . o

s1 .s

s 1 . n

$ 0 . 5

so .o

2 9 . 5

2 9 . 0

2 8 . 5

z s . o

Page l of 2

04-23-09 05-22-09

% Price Change
4 Week
12 Week
YTD

1 .50
2.04

-9.22

% Price ChangeRelative to S&P 500
4 Week
12 Week

YTD

-2.52

-13.39
-5.30

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

Dividend Information

77.09 Dividend Yield

Annual Dividend

2,193.90 Payout Ratio

3.45 Change in Payout Ratio

12/04,/1995 Last Dividend Payout / Amount

6.04%
$1 .72

0.55

-0.02
05/13/2009 / $0.48

EPS Information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate
Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0.22
2.68

5.30
07/23/2009

Consensus Recommendations
Current (1 =Strong Buy, 5=Strong Sell)

30 Days Ago
60 Days Ago
90 Days Ago

2.20
2.20

2.20
2.17

Sales Growth

Fundamental Ratios

P/E
Current FY Estimate:
Trailing 12 Months;

PEGRatio

EPS Growth
10.62 vs. Previous Year
9.18 vs. Previous Quarter

1 .99

33.62% vs. Previous Year

59.79% vs. Previous Quarter:

-1 .68%

28.60%

Price Ratios
Price/Book

ROE ROA
1.24 03/31/09 13.92 03/31/09 3.66

http://www.zacks.com/research/print.php?type=report&t=AGL 5 / 23 / 2009
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12.23 12/31/08
11 .74 09/30/08

3.2O

3.13

Price/Cash Flow
Price / Sales

Current Ratio
03/31 /09
12/31 /08

09/30/08

Operating Margin
0.80 03/33/09
0.70 12/31/08

0.62 09/30/08

8.53
7.41
7.44

Net Margin Book Value

03/31/09

12/31/08

09/30/08

14.84 03/31/09
12.46 12/31/08

12.43 09/30/08

22.87
21 .52

22.49

Inventory Turnover Debt to Capital

03/31 /09

12/31 /08

09/30/G8

6.08 12/31/08

0.79 09/30/08

Quick Ratio
1.06 03/31/09
1.03 12/31/08

1.06 09/30/08

Pre-Tax Margin
14.84 03/31/09

12.46 12/31/08

12.43 09/30/08

Debt-to-Equity
3.45 03/31/09
3.35 12/31/08

2.77 09/30/08

0.95 03/31/09
1 .01 12/31/08

0.97 09/30/08

48.72
50.82
49.71

http://www.zacks.com/research/print.php?type=report&t=AGL 5/23/2009



ATMOS ENERGY CORP Scazirade

ATO 23.91

(NYSE)

v -0.15 18:03 ETVol. 299,909(00.62°.)

Zacks.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

General  In format ion
ATMOS ENERGY CP
Three Lincoln Centre 5430 Lbs Freeway
Suite 1800
Dallas, TX 75240
Phone: 972-934~9227
Fax: 972.855»3040
Web: www.atmosenergy.com
Email: lnvestorRelations@atmosenergy.com

At nos Energy Corporation distributes and sells natural gas to residential, commercial, industrial, agricultural and
other customers. At nos operates through five divisions in cities, towns and communities in service areas located in
Colorado, Georgia, Illinois, Iowa, Kansas, Kentucky, Louisiana, Missouri, South Carolina, Tennessee, Texas and
Virginia. The Company has entered into an agreement to sell all of its natural gas utility operations in South Carolina.
The Company also transports natural gas for others through its distribution system.

Industry
Sector:

Price and Volume Enformaticn

Zacks Rank
Yesterday's Close

52 Week High

52 Week Low
Beta

20 Day Moving Average
Target Price Consensus

September
08/31 /09
08/04/2009

UTIL-GAS DISTR
Utilities

24.06

28.66

19.68

0.52

664,797.38
28.42

4-

Mwéafings Researcfwv8ecamme:t1!atiat:s
Zacks.com Quotes and Research

A
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ZAC K

§..., [RW J 80-Das C Losins Pr lees 12'/.0
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I2a.o
I2s.s
I2s.o
I24.s

lz4.n
l2s.s

Page 1 of 2

2,05
7.75

0.89

-1.99
-8.55

4,16

% Price Change
4 Week

12 Week
YTD

Share Information
Shares Outstanding
(millions)
Market Capitalization
(millions)
Short Ratio

Last Split Date

04-23- 09 us-22- ae'

% Price Change Relative to S&P sao

4 Week

12 Week

YTD

Dividend Information

91 .91 Dividend Yield

Annual Dividend

2,197.66 Payout Ratio

2.42 Change in Payout Ratio

05/17/1994 Last Dividend Payout / Amount

5.52%

$1 .82

0.63

-0.03

02/23/2009 / $0.33

EPS information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

-0.10

2.08

5.80

08/04/2009

Consensus Recommendat i ons

Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

80 Days Ago

90 Days Ago

2.57
2.57
2.57

2.50

Sales Growth

Fundamental Rat ios

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

EPS Growth
11.49 vs. Previous Year

11 .83 vs. Previous Quarter

1 .97

7.26% vs. Previous Year

60.24% vs. Previous Quarter:

~26.67%

6.12%

http://www.zacks.com/research/print.php?type=report&t=ATO
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Price Ratios ROE RGA
Price/Book

Price/Cash Flow

Price / Sales

2.98

2.81

2.82

Current Ratio

03/31 /09

12/31 /08

09/30/08

9.16 03/31/09

8.73 12,31/08

8.67 09/30/08

Operating Margin

0 . 9 0  0 3 / 1 / 0 9

0.55 12/31/08

0.59 09/30/08

2.91

2.51

2.50

Net Margin Book Value
03/31/09

12/31 /08

09/30/08

23.70

22.70

22.65

Inventory Turnover

03/31 /09

t2/31 /08

09/30/08

1.01 03/31/09

5.69 12/31/08

0.33 09/30/08

Quick Ratio

1.15 03/31/09

0.83 12/31/08

1.06 09/30/08

Pre-Tax Margin

4.61 03/31/09

4.05 12/31/08

4.05 09/30/08

Debt-t0~Equity

11.66 03/31/09

12.20 12/31/08

11.99 09/30/08

4.6 t 03/31/09

4.05 12/31/08

4.05 09/30/08

Debt to Capital

1.0o 03/31009

0.83 12/31/08

1.08 09/30/08

49.89

45.28

50.81

http://www.zacks.com/research/print.php?type=report&t=ATO 5/23/2009



LACLEDE GROUP INC (nvs£) Scodrade

v -o.s5LG 29.80 Vol. 133,326(-t .1Ev.) 16:03 ET

Zacks.com Page 1 of  2
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Zacks.com Quotes and Research

The Laclede Group, Inc. is a public utility engaged in the retail distribution and transportation of natural gas. The
Company, which is subject to the jurisdiction of the Missouri Public Service Commission, serves the City of SL Louis,
St. Louis County, the City of St. Charles, St. Charles County, the town of Arnold, and pans of Franklin, Jefferson, St.
Francois, Ste. Genevieve, Iron, Madison and Butler Counties, all in Missouri.

General Information
LACLEDE GRP INC
720 Olive Street
St. Louis. MO 63101
Phone: 314-342-0500
Fax: 314-421 -1979
Web: www.thelacledegroup.com
Email: mkullman@Iacledegas.com

Industry
Sector:

UTIL-GAS DISTR
Utilities

Fiscal Year End
Last Reported Quarter
Next EPS Date

September
03/31 /09
07/24/2009

Price and Volume information

! :Lea so-nag Closing Prices
1871 oZacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

30,15

55.81

29.75

0.09

208_767.68

40

lss.o

Ias.a
la4.l
Ioa.o
I:s2.o

Iax.o
lao.o

% Prlce Change

4 Week

12 Week

YTD

-12.97

-26.29

-36.38

-16.41

-37.44

-31 .48

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

'44-2:5-0e as-22-09.

% Price Change Relative to sap 500

4 Week

12 Week

YTD

Dividend Information

22.14 Dividend Yield

Annual Dividend

659.62 Payout Ratio

323 Change in Payout Ratio

03/08/1994 Last Dividend Payout / Amount

5.17%

$1 .54

0.50

-0.15

03/09/2009 / $0.38

EPS information

Current Ouarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.a4

2.94

6.50

07/24/2009

Consensus Recommendations

Current (1 =Strong Buy. 5=Slrong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

3.25

3.25

3.25

3.25

EPS Growth Sales Growth

10.14 vs. Previous Year

9.61 vs. Previous Quarter

1.56

0.72% vs. PreviousYear

-1 .41 % vs. Previous Quarter:

-11 .85%

-2.25%

Fundamental Rat ios

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Ratios

Price/Book

ROE ROA

1.24 03/31/09 13.53 03/31/09 3.89

http://www.zacks.com/research/print.php'?type=report&t=LG 5/23/2009
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13.74 12/31/08

12.04 09/30/0B

Operating Margin

0.95 03/31/09

0.74 12/31/08

0.69 09/30/08

3.89

3.35

2.97

2.83

2.53

Book Value

6.93 12/31/08

0.29 09/30/08

Quick Ratio

1.17 03/31/09

1.14 12/31/08

1.17 09/30/08

Pre~Tax Margin

4.46 03/31/09

4.20 12/31/08

3.79 09/30/08

4.46 03/31 /09

4.20 12/31 /08

3.79 09/30/08

24.11

22.98

22.14

Price/Cash Flow

Price / Sales

CurrentRatio

03/31/09

12/31/08

09/30/08

Net Margin

03/31/09

12/31/08

09/30/08

inventory Turnover

03/31/09

12/31 /08

09/30/08

Debt-to-Equity Debt to Capital

11 .31 03/31/09

12.61 12/31/08

13.28 09/30/08

0.73 03/31 /09

0.77 12/31/08

0.80 09!30/08

42.17

43.33

44.42

http://www.zacks.com/research/print.php?type=report&t=LG 5/23/2009
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ZAC KS
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Z a c k s . c o m  Q u o t e s  a n d  R e s e a r c h

NJ  RE S O URCE S  is  an  ex em pt  ener g y s ac s  ho ld ing  c om pany p r ovid ing  r e t a i l &  who les a le  na t u r a l g as  &  r e la t ed
energ y services  t o  cus t omers  f rom t he G ulf  Coas t  t o  New Eng land .  Subs id iar ies  inc lud e:  (1 )  N J  Nat ura l G as  Co,  a
nat ura l g as  d is t r ibu t ion  company t hat  p rovid es  reg u la t ed  energ y &  app liance services  t o  res id ent ia l,  commerc ia l &
ind us t r ia l cus t omers  in  cent ra l &  nor t hern  N J .  ( 2 )  NJR Energ y Ho ld ing s  Corp  f o rmer ly NJR Energ y Svcs  Corp  &  (3)
NJ R Deve lopm ent  Cor p ,  a  s ub - ho ld ing  c om pany o f  NJ R,  wh ic h  inc lud es  t he  Com pany' s  r em a in ing  un r eg u la t ed
opera t ing  subs id iar ies .

G e n e r a l l n f o r n w t i o n
N J  R E S O U R C E S
1415  Wyc k o f f  R oad
Wa ll ,  N J  07719
P h o n e :  7 3 2 - 9 3 8 4 4 8 9
F ax :  732  938~3154
We b :  w w w . n j r e s o u r c e s . c o m
Emd s l:  inves t cont @nj resources . com

ind us t r y
S ec t o r

U T I L  G A S  D I S T R
U t i l i t i e s

F is c a l Y ear  E nd
Las t  Repor t ed  Q uar i c r
N ex t  E P S  D a t e

S e p t e m b e r
0 3  3 1  0 9
0 7  2 2  2 0 0 9

P r i ce  an d  V cv l u  s  *  i r ro rm asao ru

IZNJR] 88-Das Closxni Prxces

w/ r
x N

r

*I

Z ac k s  R¢r \ k
Y e s t e r d a ys  C o m e

52 Week Hlg fw

5 2  W e e k  L o w

B e t a

2 0  D a y M o vin g  A ve r a g e

Target  Price C Jn.>ensu_,

3 2 . 3 9

4 2 . 3 7

2 1  9 0

0 . 1 6

5 3 6 . 2 5 2 . 0 6 2,22

13315

l'se.o

132.5

1132.0

Is1.5

ls1.n

>  P r ice  Chang e

4  W e e k

1 2  W e e k

3 . 7 5

- 8 . 9 8

- 1 7 . 8 4

- 0 . 3 5

- 2 2 . 7 5

- 1 8  7 8

S h are  I n f o rmat i o n

S hares  O ut s t and  ng
(mlllrons)

Market  Capi ta lxzat  on
(mxlllons)

Shor t  Rat io

Las t  S p i t  Da t e

04-23-09 05-22-aa'

> Price Change Relat ive to  S&P sao

4  We e k

1 2  We e k

Y T D

Di v i d en d  I n f o rmat i o n

4 2 3 2  D  v i d e d  Y i e l d

A nnua l D i v i d end

1 , 3 6 8 . 1 7  P a y o u t  R a t  o

3 . 3 4  C h a n g e  i n  P a yo u t  R a t i o

0 3  0 4  2 0 0 8  L a s t Dividend P d , / ou t  A s r r c un f

3 . 8 4

$1  . 24

0 . 6 3

0 . 1 2

0 3  1 1  2 0 0 9  $ 0  3 1

E P S  £ n f 6 u r l a 1 lu  4
Cur rent  Q uar ter  EPS C,  Jnset lsus  Es t imate

Cur r en t  Y ear  E P S  C  us er  S us  E s t im a t e

E s t im a t ed  Long - T er m  E P S  G r owt h  Ra t e

Nex t  E P S  Repor t  Da t e

G o r l s w s u R , n s r »  I  I n d a l i o n s

0 . 0 2  C u r r e n t  ( 1 - S t r o n g  B u y,  5 ~ 3 t r o n g  S e l la

2 , 3 9  3 0  D a y s  A g o

8 . 0 0  B 0  D a y s  A g o

0 7  2 2  2 0 0 9  9 0  D ¢ x y5  A g o

1 . 6 7

1 . 6 7

1 . 6 7

2 . 3 3

E P S  G r o w t h S a le s  G r o w t h

-8 . 60 ' : <>  vs .  P revious  Y ear

1 2 3 . 6 8 %  v s  P r e v i o u s  Q u a r t e r -

F u n d a m e n t a l  S  s  n o ;

P / E

Cur r en t  F Y  E s t lr r a t e

T r a i l i ng  12  M on t h :

P E G  R a w

1 3 . 5 3  v s  P r e v i o u s  Y e a r

1 6 . 4 1 vs  P r e v i o u s  Q u a r t e r

1 . 6 9

20.38°
17.00°
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Price Ratios ROE ROA
Price/Bock

Price/Cash Flow

Price / Sales

3.25
3.48
3.74

Current Ratio

03/31 /09

12/31/08

09/30/08

1.81 03/31/09

10.20 12/31/08
0.38 09/30/08

Quick Ratio
1.17 03/31/09

1.17 12/31/08
1.24 09/30/08

H 573 03/31/09
12.89 12/31/08
13.77 09/30/08

Operating Margin
1.07 03/31/09
0.76 12/31/08

0.70 09/30/08

2.37

2.38

2.46

Net Margin Pre-Tax Margin Book Value
03/31 /09
12/31 /08

09/30/08

5.26 03/31/09
3.89 12/31/08

4,72 09/30/08

17.90
17.49

17.29

Inventory Turnover Debt to Capital

03/31/09

12/31 /08

09/30/08

5.26 03m/09

3.89 12/31/08
4.72 09/30/08

Debt-to~Equity
10.09 03/31/09

9.51 12/81/08

9.16 09/30/08

0.61 08/31/09

0.63 12/31/08

0.63 09130/08

37.74

38.48

38.50

http ://www.zacks .com/research/print.php ?type=report&t=NJR 5/23/2009



ScoffradaNICOR INC (nosE)

GAS v~0.1830.90 Vol. 288,557(4.58%) 16:01 ET

Zacks.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

Industry
Sector:

General Information
NICOR INC
1844 Ferry Road
Naperville, IL 80563-9600
Phone: 630~305-9500
Fax: 630~983~9328
Web: www.nicor.com
Email: None

Nicor Inc. is a holding company and is a member of the Standard & Poor's 500 Index. Its primary business is Nicor
Gas, one of the nation's largest natural gas distribution companies. Nicer owns Tropical Shipping, a containerized
shipping business serving the Caribbean region and the Bahamas. In addition, the company owns and has an equity
interest in several energy-related businesses.

Price and Volume Information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

December
03/31/09
08/10/2009

UTIL-GASDISTR
Utilities

31 .08
51 .99
27.50

0.38
519,217.91

40.5

Proven Rating; Nesearc1:&8e4.*am:v1efrzls¢im*ts
Zacks.com Quotes and Research
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5455

% Price Change
4 Week

12 Week
YTD

-1 .94

-2.43

-11 .05

'04-2s-no os-22-09.

% Price Change Relative to S&P 500

4 Week

12Week

YTD

-5.81
-17.19
-5.73

Dividend InformationShare information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

45.20 Dividend Yield
Annual Dividend

1,396.80 Payout Ratio

4.13 Change in Payout Ratio
04/27/1993 Last Dividend Payout / Amount

6.02%
$1 .as

0.69
-0.05

08/27/2009 I$0.47

EPS information
Current Quarter EPS Consensus Estimate
Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.42

2.55

5.90

08/10/2009

Consensus Recommendations
Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

80 Days Ago
90 Days Ago

3.40

3.40

3.40
3.40

Sales GrowthEPS Growth

12.12 vs. Previous Year

11 .53 vs. Previous Quarter

2.05

5.49% vs. Previous Year
-8.57% vs. Previous Quarter:

~30.39%
6.73%

FundamentalRatios

P/E
Current FY Estimate:
Trailing 12Months:

PEG Ratio

Price Ratios
Price/Book

ROE ROA

1.39 03/31/09 12.46 03/'31/09 2.67

http://www.zacks.com/research/print.php?type=report&t=GAS
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4.51 12/3908

0.42 09/30/08

12.31 12/31/08

13.19 09130108

2.62

2.87

Quick Ratio Operating Margin

0.78 03/31 /09

0.80 12/31 /08

0.76 09/30/08

0.77 03/31/09

0.68 12/31/08

0.56 09/30/08

3.70

3.16

3.48

Price/Cash Flow

Price / Salas

Current Ratio

03/31/09

12/31/08

09/30/08

Net Margin

03/31/09

12/31/08

09/30/08

Pre-Tax Margin Book Value

5.21 03/31/09

4.34 12/3T/08

4.80 09/30/08

521 03/31/09

4.34 12/31/08

4.80 09/30/08

22.16

21.53

21,15

Inventory Turnover Debt-to-Equity Debt to Capital

03/31/09

12/31 /08

09/30/08

15.05 03/31/09

18.16 12/31/08

23.38 09/30/08

0.45 03/31/09

0.46 12/31/08

0.47 09/30/08

30.91

31 .52

31 .92

http://www.zacks.com/research/prtint.php?type=report&t=GAS 5/23/2009



NORTHWEST NAT GAS CO Scatfradzf
NWN 39.90

(NYSE)

v .0.12 Vol. 173,466 18:03 ET(»0.32°<>)

Zacks.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

Industry
Sector:

General Information
NORTHWEST NAT G
220 NW Second Avenue
Portland, OR 97209
Phone: 503 226.4211
Fax: 503 273-4824
Web: www.nwnatural.com
Email: Bob.Hess@nwnaturaI.com

NW Natural is principally engaged in the distribution of natural gas.The Oregon Public Utility Commission (OPUC)
has allocated to NW Natural as its exclusive service area a major portion of western Oregon, including the Portland
metropolitan area, most of the fertile Willamette Valley and the coastal area from Astoria to Coos Bay. NW Natural
also holds certificates from the Washington Utilities and Transportation Commission (WUTC) granting it exclusive
rights to sere portions of three Washington counties bordering the Columbia River.

Pried and Volume information

December
03/31 /09
07/17/2009

UTIL-GAS DISTR
Utilities

4

ovenSfatlngs, 8esearcb&Recommendatiwts
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Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

*,;

40.03
55.44

88.61

0.29
170,996.70

51 .25

44.0

48.5

4840

42.5

42.0

41.5

41.0

4o.$

834000

% Price Change

4 Week

12 Week

YTD

-0.23

-3.20

~9.79

-4.17

-17.84

-4.47

Share information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

04-23- 09 0$~22- 09

% Price Change Relative to S&P 500

4 Week

12 Week

YTD

Dividend Information

2650 Dividend Yield

Annual Dividend

1,057.39 Payout Ratio

7.62 Change in Payout Ratio

09/09/1996 Last Dividend Payout / Amount

3.96%

$1 .58

0.57

-0.05
04/28/2009 I$0.40

EPS information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate
Estimated Long~Term EPS Growth Rate
Next EPS Report Date

0.17

2.77

6.80
07/17/2009

Consensus Recommendations
Current (1 =Strong Buy, 5=Stfong Sell)

30 Days Ago

60 Days Ago
90 Days Ago

2.00

2.00

2.00

2.00

EPS Growth

14.39 vs. Previous Year

14.35 vs. Previous Quarter

2.13

Sales Growth

9.82% vs, Previous Year

43.20% vs. Previous Quarter:

12.81%

25.24%

Fundamental Ratios

P/E

Current FY Estimate:

Trailing 12Months:

PEG Ratio

Price Ratios ROE HOA

http://www.zacks.com/research/print.php?type=report&t=NWN
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1 .59 03/31/09
7.44 12/31/08
0.97 09/30/08

3.37

3.31
3.29

Quick Ratio

1 .03 03/31 /09

0.87 12/31 /08

0.69 09/30/08

11.69 03/31/09
11.18 12/31/08

1077 09/30/08

Gperating Margin
0.80 03/31/09

0.70 12/31/08

0.44 09/30/08

6.78

6.70
6.47

Price/Book

Price/Cash Flow

Price / Sales

Current Ratio

03/31/09

12/31/08

09/30/08

Net Margin

03/31/09

12/31/08

09/30/08

Pre-Tax Margin Book Value

10.81 03/31/09

10.62 12/31/08

10.30 09/30/08

25.05

23.77
22.88

Inventory Turnover Debt to Capital
03/31 /09

12/31 /08

09/30/08

10.81 03/31/09

10.62 12/31/08
10.30 09/30/08

Debt-to-Equity
10.10 03/31/09

11.16 12/31/08
10.09 09/30/08

0.88 03/81/09

0.81 12/31/08

0.85 09/30/08

46.93
44.90

45.84

http://www.zacks.com/research/print.php?type=repoIt&t=NWN 5/23/2009



PIEDMONT NAT GAS INC (ness) Scoffrada

v-0.2821.81PNY Vol. 335,349 16:02 ET(-1.2l7°i>)

Z acks .co m

Fiscal Year End
Last Reported Quarter
Next EPS Date

Industry
Sector:

General In f o r m a t i on
PIEDMONT  NAT  GA
4720 Piedmont Row Drive
Charlotte, NC 28210
Phone: 704 384-3120
Fax: 704~365-3849
Web: www.piedmontng.com
Email: investorrelations@ piedmontng.com

Piedmont Natural Gas Co, Inc,, is an energy and services company engaged in the transportation and sale of natural
gas and the sale of propane to residential, commercial and industrial customers in North Carolina, South Carolina
and Tennessee. The Company is the second-largest natural gas utility in the southeast. The Company and its non-
utility subsidiaries and divisions are also engaged in acquiring, marketing and arranging for the transportation and
storage of natural gas for large-volume purchasers, and in the sale of propane to customers in the Company's three-
state service area.

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

Price and Volume information

October
04/80/09
06/08/2009

UTIL-GAS DISTR
Utilities

22.09

35.29

20.52

0.25

463,561 .66

28.5

»

Proven Jialirrgs, nesearcha# Recommendations
Zacks.com Quotes and Research
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Page 1 of 2

'44-22-09

% Price Change Relative to S8¢P 500
4 Week

12 Week

YTD

05-22-09'

-11.52

-10.36

-31.13

-15.02

-28.92

-27.83

% Price Change

4 Week

12 Week

YTD

Share information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

Dividend Information

73.48 Dividend Yield

Annual Dividend

1,602.69 Payout Ratio

9_00 Change in Payout Ratio

11 Fm /2004 Last Dividend Payout / Amount

4 .95%

$1 .08

0.00

0.00

03/23/2009 I$0.27

EPS In fo r m at i on

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.66

1 .53

6.50

06/08/2009

Consensus Rec om m enda t i ons

Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.67

2.67

2.67

2.67

Sales Growth

Fundamental Rat i os

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

EPS Growth

14.22 vs. Previous Year

13.89 vs. Previous Quarter

2.19

-1.79% vs. Previous Year

-°/9 vs. Previous Quarter;
-1 .12%

150.08%

http://www.zacks.com/research/print.php?type=repo11&t=PNY
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ROE ROA

3.55
3.67

5.22
5.27

Price Ratios

Price/Book

Price/Cash Flow

Price 1' Sales

Current Ratio

04/30/09

01/31/09

10/31/08

Net Margin

04/30/09

01/31/09

10/31/0B

Inventory Turnover

04/30/09

01/31/09

10/31/08

1.68 04/30/09
7.71 01/31/09

.. 10/31/08

Quick Ratio
.. 04/30/09

0.99 01/31/09

0.88 10/31/08

Pre~Tax Margin
.. 04/30/09

8.66 01/31/09
8.78 10/31/08

Debt-to~Equ§ty
. 04/30/09

10.50 01/31/09
11.18 10/31/08

- 04/30/09

11.70 01/31/09

11.95 10/31/08

Operating Margin

- 04/30/09

0.76 01/31/09

0.59 10/31/08

Book Value

- 04/30/09

8.66 01/31/09

8,78 10/31/08

Debt to Capital

_ 04/30/09

0.83 01/31/09

0.90 10/31/08

12.98
12.11

45.46
47.24

http://www.zacks.com/research/print.php?type=report&t=PNY 5/23/2009



SOUTH JERSEY INDS INC Scarfr8daf(NYSE)

'Iv -0.29s.u 33.20 Val, 177,091 16:93 ET(~0.87°.)

Zacks.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

General  In format ion
SOUTH JERSEY IN
1 South Jersey Plaza
Folsom, NJ 08037
Phone: 609 561 ~9000
Fax: 609 561 -8225
Web: www,sjindustries.com
Email: investorrelations@ sjindustries.com

II°ldIJsll'y
Sector;

South Jersey leds Inc. is engaged in the business of operating, through subsidiaries, various business enterprises.
The company's most significant subsidiary is South Jersey Gas Company (SJG). SJG is a public utility company
engaged in the purchase, transmission and sale of natural gas for residential,commercialand industrial use. SJG
also makes off-system sales of natural gas on a wholesale basis to various customers on the interstate pipeline
system and transports natural gas.

Zacks Rank
Yesterday's Close
52 Week High

52 Week Low
Beta

20 Day Moving Average

Target Price Consensus

Pr ice and Volume Mfczrmation

December
03/31/09
08/06/2009

UTIL-GAS DISTR
Utilities

M
33.49
40.78

25.19
0.26

229,042.00
41 .4

pmmefzHa iirrgs, 8esearclr& Reaummeftaatians
Zacks.com Quotes and Research
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0 5 - 2 2 - 0 9

% Price Change
4 Week

12 Week
YTD

-4.16

-6.14

.16.69

-7.95

-20.33
-11 .56

29.74

M-28-09

% Price Change Relative to S&P s00

4 Week

12 Week

YTD

Dividend Information

Dividend Yield

Annual Dividend

Payout Ratio

Change in Payout Ratio

Last Dividend Payout / Amount

3.58%

$1 .19

0.49

0.00

03/06/2009 / $0.30

Share Information
Shares Outstanding
(millions)
Market Capitalization
(millions)
Short Ratio
Last Split Date

987.30

5.48

07/01/2005

EPS Enformai ion

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.27

2.43

8.40

08/06/2009

Consensus Recommendations

Current (1 =Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.50
2.50

2.67
2.67

EPS Growth SalesGrowth
10.61% vs. Previous Year

117.91% vs. Previous Quarter:

13.64 vs. Previous Year
13.66 vs. Previous Quarter

1.62

4.06%

35.30%

Fundamental Rat ios

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=SJI 5/23/2009
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14.14 03/31109

13.56 12/31/08
1353 09/30/08

4.30

4.16
4.25

Price/Book

Price/Cash Flow

Price / Sales

Current Ratio

03/31 /09

12/31 /08

09/30/08

Operating Margin
0.74 03/31/09

0.52 12/31/08
0.45 09/30/08

7.43

7.07

6.99

Net Margin Book Value
03/31/09

12/31/08

09/30/08

14.51 03/3V09
13,40 12/31/08

12.52 09/30/08

18.20
17.33

17.32

Inventory Turnover Debt to Capital
03/31 /09

12/31/08

09/30/08

1.82 03/31/09
9.55 12/31/08
1.01 09/'30/08

Quick Ratio
0.93 03/31/09

0.87 12/31/08

0.94 09/30/08

Pre-Tax Margin
14.51 03/31/09

13.40 12/31/08

12.52 09/30/08

Debt-to-Equity
5.73 03/31/09

6.46 12/31/08
6,67 09/30/08

0.61 03/31/09
0.65 12/31/08

0.69 09/30/08

38.07
39.33
41 .08

http ://www .zacks.com/research/print.php '?type=report&t=SJI 5/23/2009



SOUTHWEST GAS CORP (ness) I 41 . I Ul...
| | Illllllli

(0.46%)SWX A 0.0919.68 Vol. 320,937
m llllIllllll IIi II II

18:02 ET

Zacks.com

Fiscal Year End
Last ReportedQuarter
Next EPSDate

General Information
SOUTHWEST GAS
5241 Spring Mountain Road
P.O. Box 98510
Las Vegas, NV 89193-8510
Phone:702 876~7237
Fax: 702~87S-7037
Web: www.swgas.com
Email: None

Industry
Sector:

SOUTHWEST GAS CORP. is principally engaged in the business of purchasing,transporting, and distributing natural
gas in portions of Arizona, Nevada,and California. The Company also engaged in financial services activities,through
PriMerit Bank, Federal Savings Bank (PriMerit or the Bank), a wholly owned subsidiary.

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

Price and Volume information

December
03/31/09
08/05/2009

UT!L~GAS DISTR
Utilities

z.

19.59

33.29
17.08

0.69
419,823.44

28
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Page 1 of 2

.04-23-09

% Price Change

4 Week

12 Week

YTD

-3.01

-5.88

~21 .97

-6.84

-20.12

-22.80

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Spli! Date

zo.s
20.6
20.4
t o . :
20.0

\ 1918
\/ '  19.6

19.4
19.2
19.0

os-22-09

% Price Change Relative to S&P S00

4 Week

12 Week

YTD

Dividend Information

44.58 Dividend Yield

Annual Dividend

877.30 Payout Ratio

2.23 Change in Payout Ratio

N/A Last Dividend Payout / Amount

4.83%

$0.95
0.65
0.12

05/13/2009 I$0.24

EPS information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate
Estimated Long-Term EPS Growth Rate

Next EPS Report Date

-0.05
1 .84

6.00

08/05/2009

Consensus Recommendations

Current (1=Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.60

2.60

2.60

2.60

Sales GrowthEPS Growth

10.71 vs. Previous Year

14.16 vs. Previous Quarter

1.79

~1 .75% vs. Previous Year

57.75% vs. Previous Quarter:
-15.21%

35.42%

Fundamental Ratios

P/E
Current FY Estimate:
Trailing 12 Months:

PEG Ratio

PriceRatios
Price/Book

ROE ROA

0.81 03/31/09 5,45 03/31/09 1 .58

http://www.zacks.com/research/print.php'?type=report&t=SWX 5/23/2099
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Price/Cash Flow

Price / Sails

5.93 12/31/08
7.18 09/30/08

1 .69
2.04

CurrentRatio Operating Margin

03/31 /09

12/31 /08

09/30/08

0.82 03131/09
0.86 12/31/08

0.75 09/30/08

2.81

2.84

3.32

Net Margin Book Value

03/31/09

12/31/08

09/30/08

3.34 12/31/08
0.43 09/30/08

Quick Ratio
0.82 03/31/09

0.86 12/31/08
0.75 09/30/08

Pre~Tax Margin
5.09 03/31/09
4.75 12/31/08

5.37 09/30/08

5.09 03/31/09
4.75 12/31/08

5.37 09/30/08

24,40

23.63

23.22

Inventory Turnover Debt-to-Equity Debt to Capital

03/31/09

12/31 /08

09/30/08

03/31 /09
12/31 /08

09/30/08

1 .05 03/31/09
1 .24 12/31/08

1 .20 09/30/08

51.33
55.33
52.20

http://www.zacks.com/research/pr"int.php?type=report&t=SWX 5/23/2009



WGL HLDGS INC (nosE) Scotirafief

28.83WGL v-0.25 16302 ETVal.  294,657(-0.86°'°)

Zacks.com

Gen er a l  I n fo r mat i o n
W G L  H L D G S  : n o
101 Constitution Avenue NW
Washington, DC 20080
Phone: 703 750~2000
Fax: 703 750.4828
Web: www.wglholdings.com
Email:  madams@washgas.com

Industry
Sector:

Fiscal Year End
Las! Reported Quarter
Next EPS Date

WASHINGTON GAS LIGHT CO is a public utility that delivers and sells natural gas to metropolitan Washington,
D.C. and adjoining areas in Maryland and Virginia. A distribution subsidiary serves portions of Virginia and West
Virginia. The Company has four wholly-owned active subsidiaries that include: Shenandoah Gas Company
(Shenandoah) is engaged in the delivery and sale of natural gas at retail in the Shenandoah Valley, including
Winchester, Middletown, Strasburg, Stephen City and New Market, Virginia, and Martinsburg, West Virginia.

Pr ice  an d  Vo lu me in fo r mat io n

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

September
03/3 1 /09
08 / 10 / 2009

UTIL-GAS DISTR
Utilities

29 . 08

37 . 08

22 . 40

0 . 24

463,851 .84
34 . 67

x i i i
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Page 1 of 2
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2 s . s

05-22-09'

% Price Change
4 Week

12 Week

YTD

-6.00

-5 .26
-11 . 81

% Price Change Relative to S&P 500
4 Week

12 Week
YTD

-9.72

-19 . 59

-9 .80

50 . 12

Dividend Information

Dividend Yield

Annual Dividend

5 . 1 0 %
$1 .47

0 . 56
-0.11

04 / 07 / 2009  I $0 . 37

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

1,445.07 Payout  Rat io

6.94 Change in Payout  Rat io

05/02/1 995 Last Dividend Payout /  Amount

E P S l n f o r r n a i i a n
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0 . 03
2 . 45

6 . 70

08 / 10 / 2009

C o n s e n s u s R e c o m m e n d a t i o n s
Current (1 =Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago
90 Days Ago

2 . 50

2 . 50

2 . 50
2 . 50

EPS Growth Sales Growth

11.79 vs.  Prev ious Year
11.44 vs.  Previous Quarter

1 . 77

~0.60% vs. Previous Year

60.19% vs.  Prev ious Quarter:
2 . 0 4 %

2 6 . 7 1 %

F u n d a m e n t a l R a t i o s

P/E
Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Rat ios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=WGL 5 / 23 / 2009
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Price/Sook

Price/Cash Flow

Price / Sales

3.75
3.79

3.72

Current Ratio
03/31 /09

12/31 /08
09/30/08

11.60 03/31/09

11.76 12/31/08

11.60 09/30/08

Operating Margin
1.04 03/31/09

0.70 12/31/08

0.42 09/30/08

5,08
5.11

5.09

Net Margin Book Value
03/31/09

12/31/08

09/30/08

7.58 03/31/G9

8.04 12/31/08

7.98 09/30/08

22.89

21 .79

20.99

Inventory Turnover Debt to Capital
03/31/09

12/31/08

09/30/08

1.26 03/31/09

6.69 12/31/08

0.58 09/30/08

Quick Ratio
1.20 03/31/09

1.06 12/31/08
0.99 09/30/08

Pre-TaxMargin
7.58 03/31/09

8.04 12/31/08
7.08 09/30/08

Debt-to-Equity
8.22 03/31/09

7.91 12/31/08
8,11 09/30/08

0.57 03/31/09

0.60 12/31/08
0.58 09/30/08

35.8T

37.05
35.95

http://www.zacks.com/research/print.php?type=report&t=WGL 5/23/2009
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Selected Yields

Refen t
(5/20/09)

3 Months
Ago

(2/18/09)

Year
Ago

(5/21/08)
Recent

(5/20/09)

3 Months
Ago

(2/18/09)

Year
Ago

(5/21/08)

TAXABLE
Market Rates
Discount Rate
Federal Funds
Prime Rate
30-day CP (Al/P1 )
3-month LIBOR

0.50
0.00-0.25

3.25
0.26
0.72

0.50
0.00-0.25

3.25
0.52
1.25

2.25
2.00
5.00
2.55
2.64

3,02
2.27
2.03
2.78

4.05
3.92
3.78
3.90

4.98
5.1 1
4.89
4.41

Bank CDs
0.72
0.97
1 .92

0.87
1.20
2.14

1.77
2.05
3.17

Mortgage-Backed Securities
GNMA 6.5%
FHLMC 6.5% (Gold)
FNMA 65%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utility (25/30-year) A
Utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada

6,66
6.21
6.01
7.59

8.33
6,14
5.74
7.07

5.54
6.03
6.04
6.36

6-month
1-year
5-year
U.S. Treasury Securities
3-month
6-month
1-year
S-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

0.17
0.27
0.42
2.03
3.19
1.51
4.14
4.26

0.30
0.48
0.63
1 .80
2.76
1 .61
3.55
3.43

1 .86
1 .89
2.05
3.04
3.81
1 .16
4.54
4.64

3.14
3.43
1.43
3.58

2.86
2.99
1 .26
3.39

3.58
4.27
1 .62
4.88

Germany
Japan
United Kingdom
Preferred Stocks
Utility A
Financial A
Financial Adjustable A

6.09
8.37
5.52

6.03
13.57
5.52

6.31
6.73
5.52

TAX-EXEMPT

4.61
5.53

4.89
5.67

4.53
4.98

Bond Buyer Indexes
20-Bond Index (GOs)
25-Bond Index (Revs)
General Obligation Bonds (GOs)
1-year Aaa
1-year A
5-year Aaa
S-year A
10-year Aaa
10-year A
25/30-year Ala
25/30-year A
Revenue Bonds (Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Ala

0.43
1 .16
1 .82
3.25
2.81
4.35
4.40
5.92

0.55
0.65
1.85
2.15
2.90
3.40
4.72
5.72

1 .80
1 .90
2.92
3.02
3.56
3.76
4.45
4.65

5.97
6.02
6.32
6.27
6.07

5.80
5.90
61 5
6.10
5.95

4.75
4.80
5.00
5.05
4.80

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-Week Period; in Millions, Seasonally Az#u5ted)

Recent Levels

4/22/09
862393
563360
297033

5/6/09
777464
507911
269553

Change
-84929
-57449
-27480

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
731759 706418 385094
579211 611473 433308
152548 94946 -48213

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Acyusfed)

RecentLevels

4/27/09
1576.7
8285.0

5/4/09
1608.2
8303.9

Change
31.5
18.9

3 Mos.

Growth Rates Over the Last...

12 Mos.
MI (Currency+demand deposits)
MY (ml +savings+small time deposits)

10.0%
4.2%

6 Mos.
11.2%
10.4%

16.6%
9.1%

©2009, Value Line Publishing, Inc. Ail rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind. THE PUBLISHER
lS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part of it may be reproduced,
resold, stored or transmitted in any printed, electronic or other form, or used lot generating or marketing any printed or electronic publication, service or product.



'Treasury Security Yield Curve
6.00%

5.00% _

4.00% -

3.00%

2.00%

1.00%

3010
o.oo%

3 6 1 2 a 5
Mos. Year

MAY 22, 2009 VA LUE L IN E s E LECTION & o PI N I ON PAGE 3529

Selected Yields

Recent
(5/13/09)

3 Months
Ago

(2/11/09)

Year
Ago

(5/14/08)
Recent

(5/13/09)

3 Months
Ago

(2/11/09)

Year
Ago

(5/14/08)

TAXABLE
Market Rates
Discount Rate
Federal Funds
Prime Rate
30~day CP (A1/P1 )
3-month LIBOR

0.50
0.00-0.25

3.25
0.32
0.88

0.50
0.00-0.25

3.25
0.48
1.23

2.25
2,00
5.00
2.70
2.72

3.09
2.38
2.20
2.78

4.02
3.62
3.63
3.89

5.04
5.16
4.90
4,41

Bank CDs
0.73
0.98
1 .93

0.89
1 .08
2.37

1.77
2.05
3.16

6.94
6.19
6.01
7.57

8.09
5.94
5.60
7.00

5.68
6.06
6.10
6.41

6-month
1-year
5-year
U.S. Treasury Securities
3-month
6-month
1-year
5-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

0.17
0.28
0.50
1.98
3.12
1.64
4.10
4.18

0.30
0.45
0.60
1 .75
2.75
1 .60
3.44
3.31

1 .82
1 .88
2.08
3.20
3.91
1 .35
4.61
4.71

3.10
3.34
1 .46
3.52

2.94
3.19
1.31
3.61

3.60
4.77
1.68
4.82

Mortgage-Backed Securities
CNMA 6.5%
FHLMC 6.5% (Cold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utility (25/30-year) A
utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada
Germany
Japan
United Kingdom
Preferred Stocks
Uti l i ty A
Financial A
Financial Adjustable A

6.35
8.65
5.51

6.01
11.01
5.51

6.28
6.75
5.51

TAX-EXEMPT

4.63
5.57

4.96
5.74

4.62
5.07

Bond Buyer Indexes
20-Bond Index (COs)
25-Bond Index (Revs)
General Obligation Bonds (GOs)
1-year Aaa
1-year A
5-year Aaa
5-year A
10-year Aaa
10-year A
25/30-year Aaa
25/30-year A
Revenue Bonds (Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Aaa

0.43
1 ,16
1 .82
3.24
2.86
4.41
4.43
5.91

0.55
0.65
1.76
2.02
2.84
3.34
4.71
5.75

1 .83
1 .93
2.97
3.07
3.62
3.83
4.55
4.75

5.96
6.06
6.36
6.31
6.11

5.75
5.80
6.10
6,1 5
5.85

4.80
4.85
5.00
5.05
4.85

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-Week Per iod; in Mi l l ions, Not Seasonal ly  Adjusted)

Recent Levels

4/22/09
862387
565360
297027

5/6/09
777464
507911
269553

Change
-84923
-57449
-27474

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
731 758 706418 385094
579211 611473 433308
152547 94945 -48214

MONEY SUPPLY
(One-Week Period; in Bi l l ions, Seasonal ly  Adjusted)

Recent Levels

4/20/09
1559.4
8243.6

4/27/09
1576.9
8285.2

Change
17.5
41 .6

Growth

3 Mos.

Rates Over

6 Mos.

the Last...

12 Mos.
MI (Cur rency+demand depos i ts )
MY (M1 +savings+small  time deposits)

7.3%
1.9%

12.8%
9.5%

14.2%
8.8%
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Selected Yields

Recent
(5/06/09)

3 Months
Ago

(2/04/09)

Year
Ago

(5/07/08)
Recon f

(5/06/09)

3 Months
Ago

(2/04/09)

Year
Ago

(5/07/08)

TAXA8LE
Market Rates
Discount Role
Federal Funds
Prime Rate
30-day CP (A1/pt )
3-month LIBOR

0.50
0.00-0.25

3.25
0.40
0.97

0.50
0.00-0.25

3.25
0.55
1 .24

2.25
2.00
5.00
2.56
2.73

3.37
2.91
2.71
2.78

4.28
4.17
4.14
3.89

4.86
5.1 0
4.84
4.40

Bank CDs
0.79
0.98
1 .93

0.87
1 .29
2.41

1,72
1.99
3.05

Mortgage-Backed Securities
C N M A 6 . 5%
FHLMC 6.5% (Gold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (l0~year) A
Industrial (25/30-year) A
Utility (25/30-year) A
Utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada

7.19
6.31
6.10
7.54

8.03
6.15
6.00
7.27

5.74
6.03
6.11
6.39

0.18
0.31
0.50
2.05
3.16
1.69
4,10
4.14

0.29
0.40
0.49
1 .94
2.94
1 .78
3.68
3.55

1 .66
1 .74
1 .96
3.08
3.85
1 .37
4.61
4.68

3.07
3.24
1 .41
3.61

3.12
3.36
1.36
3.77

3.67
4.18
1 .67
4.71

6-month
1-year
5-year
U.S. Treasury Securities
3-month
6-month
1-year
5-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

Germany
Japan
United Kingdom
Preferred Stocks
Utility A
Financial A
Financial Adjustable A

6.00
8.19
5.51

6.02
10.79
5.51

6.24
6.73
5.51

TAX-EXEMPT

4,70
5.57

5,16
5.89

4.63
5.07

Bond Buyer Indexes
20-Bond Index (GOs)
25-Bond Index (Revs)
General Obligation Bonds (GOs)
1-year Ala
1-year A
5-year Ala
5-year A
10-year Aaa
10-year A
25/30-year Aaa
25/30-year A
RevenueBonds(Revs)(25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Aaa

0.43
1 .16
1 .84
3.25
2.91
4.45
4.53
6.05

0.55
0.65
1.79
2.09
2.90
3.40
4.82
5.82

1 .83
1 .93
3.03
3.1 3
3.70
3.90
4.62
4.82

6.10
6.15
6.45
6.40
6.20

5.90
6.00
6.25
6.20
6.05

4.90
4.95
5.05
5.10
4.95

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels
4/8/09
804790
595938
208852

4/ 22 / 09
862387
565360
297027

Change
57597

-30578
88175

Average Levels Over the Last...
12 Wks. 26 Wks. 52 Wks.
733984 671007 356363
587381 624561 419423
146604 46446 -63060

Change
-16.9

-4.4

Growth

3 Mos.

Rates Over the Last...

6 Mos. 12 Mos.
M I  ( C u r r e n c y + d e m a h d  d e p o s i t s )
M 2 (M I  +s av ings +s m al l  t im e depos i t s )

M ON EY SU PPL Y
(One-W eek  Per iod ;  in  B i l l i ons ,  Seas ona l l y  Ad jus t ed)

Recent Levels

4/13/09
1576.3
8249.3

4/ 20 / 09
1559.4
8244.9

2.3%
1.0%

13. 7%
7. 9%

13. 1%
8. 1%
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Selected Yields

Recent
(4/29/09)

3 Months
Ago

(1/28/09)

Year
Ago

(4/30/08)
Recent

(4/29/09)

3 Months
Ago

(1/28/09)

Year
Ago

(4/30/08)

TAXABLE
Market Rates
Discount Rate
Federal Funds
Prime Rate
30~day CP (A1/p1 )
3-month LIBOR

0.50
0.00-0.25

3.25
0.40
1 .03

0.50
0.00-0.25

3.25
0.45
1 .17

2.25
2.00
5.00
2.60
2.85

3.30
2.61
2.45
3.15

3.90
3.50
3.50
4.27

5.02
5.21
4.93
4.40

Bank CDs
0.79
0.98
1 .93

0.88
1 .25
2.39

1.75
1.77
2.96

Mortgage-Backed Securities
GNMA 6.5%
FHLMC 6.5% (Gold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utility (25/30-year) A
Utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada

7.84
6.41
6.33
7.58

7.96
6.18
6.10
7.04

5.91
6.00
6.12
6.31

0.09
0.28
0.46
2.03
3.11
1 .57
4.03
4.05

0.18
0.33
0.47
1 .69
2.67
1 .78
3.42
3.29

1 .38
1 .62
1 .94
3.01
3,73
1 .35
4.47
4.54

3.08
3,13
1 .42
3.46

2.96
3.23
1 .27
3.64

3.59
4.12
1 .59
4.67

6-month
1-year
5-year
U.S. Treasury Securities
3-month
6-month
1-year
5-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

Germany
Japan
United Kingdom
Preferred Stocks
Utility A
Financial A
Financial Adjustable A

7.53
8.96
5.50

5.98
8.89
5.50

6.19
6.65
5.50

TAX-EXEMPT

4.57
5.49

5.13
5.82

4.68
5.01

Bond Buyer Indexes
20-Bond Index (COs)
25-Bond Index (Revs)
General Obligation Bonds (GOS)
I-year Aaa
I-year A
5-year Aaa
5-year A
I0-year Aaa
10-year A
25/30-year Aaa
25/39-year A
Revenue Bonds(Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Aaa

0.54
1 ,04
1 .80
2.23
3.19
3.55
4.67
5.11

0.55
0.65
1.84
2.14
3.00
3.50
5.05
6.05

1 .80
1 .90
3.00
3.10
3.69
3.90
4.61
4.81

5.80
5.90
6.20
6.15
5.95

6.05
6.10
6.40
6.45
6.15

4.90
4.95
5.05
5.10
4.95

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two- Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

4/8/09
804794
595938
208856

4/22/09
862392
565360
297032

Change
57598
-30578
88176

Average levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
733986 671008 356363
587381 624561 419423
146606 46447 »63060

Growth

3 Mos.

Rates Over the Last...

6 Mos. 12 Mos.
MI (Currency+demand deposits)
MY (MI +savings+small time deposits)

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)

Recent Levels

4/6/09
1644.4
8247.7

4/13/09
1576.3
8249.3

Change
-68.1

1 .6
-6.3%
3.0%

15.4%
9.3%

14.8%
8.3%
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Selected Yields

Recent
(4/22/09)

3 Months
Ago

(1/21/09)

Year
Ago

(4/23/08)
Recent

(4/22/09)

3 Months
Ago

(1/21/09)

Year
Ago

(4/23/08)

TAXABLE
Market Rates
Discount Role
Federal Funds
Prime Rate
30-day CP (A1/P1)
3-month LIBOR

0.50
0.00-0.25

3.25
0.37
1 .10

0.50
0.00-0.25

3.25
0.55
1.1 3

2.50
2.25
5.25
2.78
2.92

3.32
2.72
2.58
3.15

3.78
3.53
3.47
4.25

5.11
5.12
4.94
4.67

Bank CDs
0.80
0.99
1 .93

1.03
1.34
2.38

1.75
1.78
2.95

7.71
6.31
6.19
7.41

7.97
6.05
6.03
6.66

6.03
6.10
6.15
6.27

0.13
0.32
0.48
1 .89
2.94
1 _59
3.80
3.79

0.11
0.29
0.43
1 .61
2.54
1 .95
3.16
2.94

1 .21
1 .63
1 .84
2.96
3.73
1 .29
4.49
4.60

2.94
3.21
1 .44
3.45

2.73
3.00
1 .23
3,44

3.67
4.1 5
1 .46
4.67

6-month
1-year
5-year
U.S. Treasury Securities
3-month
6-month
1-year
5-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

Mortgage-Backed Securities
GNMA 6.5%
FHLMC 6.5% (Gold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utility (25/30-year) A
Utility (25/30~year) Baa/BBB
Foreign Bonds (10-Year)
Canada
Cermany
Japan
United Kingdom
Preferred Stocks
Uti l i ty A
Financial A
Financial Adjustable A

6.31
8.98
5.50

6.05
8.58
5.49

6.03
6.79
5.50

TAX-EXEMPT

4.78
5.63

4.80
5.72

4.61
5.04

Bond Buyer Indexes
20-Bond Index (GOS)
25-Bond Index (Revs)
General Obligation Bonds (GOs)
I-year Aaa
I-year A
5-year Aaa
5-year A
10-year Ala
I0-year A
25/30-year Ala
25/30-year A
Revenue Bonds (Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Aaa

0.43
1 .1 6
1 .73
3.15
2.88
4.43
4.44
5.95

0.48
0.58
1.71
2.00
2.82
3.32
4.76
5.76

1.55
1.65
2.85
2.95
3.54
3.75
4.53
4.73

6.00
6.10
6.40
6.35
6.15

5.80
5.90
6.15
6.10
5.95

4.80
4.85
4.95
5.00
4.85

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

3/25/09
771271
604849
166422

4/8/09
804800
595938
208862

Change
33529
-8911

42440

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
731287 619127 324505
586952 622967 403815
144335 -3841 -79310

Growth

3 Mos.

Rates Over the Last...

6 Mos. 12 Mos.
MI (Currency+demand deposits)
MY (mi +savings+small time deposits)

MO N E Y SUPPLY
(One-W eek Period; in Bi l l ions, Seasonal ly Acuusted)

Recent Levels

3/30/09
1551 .3
8308.2

4/6/09
1641 .2
8244.7

Change
89.9

-63.5
1.0%
3.3%

26.6°/n
10.4%

20.5%
8.2%
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Selected Yields

Recent
(4/15/09)

3 Months
Ago

(1/14/09)

Year
Ago

(4/16/08)
Recent

(4/15/09)

3 Months
Ago

(1/14/09)

Year
Ago

(4/16/08)

TAXABLE
Market Rates
Discount Rate
Federal Funds
Prime Rate
30-day CP (Al/P1 I
3-month LIBOR

0.50
0.00-0.25

3.25
0.38
1 .11

0.50
0.0()~0.25

3.25
0.49
1 .08

2.50
2.25
5.25
2.56
2.73

3,39
2.67
2.62
3.15

3.93
3.25
3.30
4.26

4.90
5.14
4.81
4.66

Bank CDs
0.81
1.02
2.01

1.03
1.34
2.38

1.76
1.79
2.87

Mortgage-Backed Securities
GNMA 6.5%
FHLMC 6.5% (Gold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utiiily (25/30-year) A
Utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada

7.61
6.25
6.17
7.59

7.15
5.84
5.88
6.60

6.11
6.12
6.28
6.40

6-month
1-year
S-year
U.S. Treasury Securities
3-month
6-month
1-year
5-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

o.t4
0.33
0.51
1 .70
2.76
1.43
3.66
3.66

0.09
0.27
0.41
1 .35
2.20
1 .73
2.89
2.75

1.12
1.49
1.56
2.81
3.69
1.21
4.49
4.62

2.94
3.14
1.44
3.26

2.56
2.93
1.27
3.12

3.68
4.04
1 .35
4.53

Germany
Japan
United Kingdom
Preferred Stocks
Utility A
Financial A
Financial Adjustable A

6.36
7.55
5.49

6.05
7.76
5.49

6.06
6.71
5.49

TAX-EXEMPT

4.92
5.74

5.02
5.90

4.61
5.04

Bond Buyer Indexes
20-Bond Index (GOS)
25-Bond Index (Revs)
General Obligation Bonds (GOs)
1-year Ala
1-year A
5-year Aaa
3~year A
10-year Aaa
10-year A
25/30-year Aaa
25/30-year A
Revenue Bonds (Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Ala

0.43
0.53
1 .91
2.13
3.09
3.62
4.71
5.75

0.48
0.58
1.76
2.06
2.82
3.32
4,75
5.75

1.55
1.65
2.85
2.95
3.54
3.75
4.53
4.73

5.70
5.80
6.10
6.15
5.85

5.75
5.80
6.10
6.15
5.85

4.80
4.85
4.95
5.00
4.85

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

3/25/09
771269
604849
166420

4/8/09
804805
595938
208867

Change
33536
-8911
42447

Average levels Over the Last...
12 Wks. 26 Wks. 52 Wks.
731288 619127 324505
586952 622967 403815
144336 -3840 -79310

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Acyusted)

Recent Levels

3/23/09
1549.4
8336.5

3/30/09
1551 .1
8308.0

Change
1.7

-28.5

Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos,
MI (Currency+demand deposits)
MY (M1+savings+small time deposits)

~10.7%
7.3%

8.2%
10.8%

13.1%
9.1%
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Selected Yields

Recent
(4/08/09)

3 Months
Ago

(1/07/09)

Year
Ago

(4/09/08)
Recent

(4/08/09)

3 Months
Ago

(1/07/09)

Year
Ago

(4/09/08)

TAXABLE
Market Rates
Discount Rate
Federal Funds
Prime Rate
30-day CP (A1/p1 )
3-month LIBOR

0.50
0.00-0.25

3.25
0.33
1 .14

0.50
0.00-0.25

3.25
0.65
1.40

2.50
2.25
5.25
2.63
2.72

3.40
2.79
2.79
3.15

4.30
3.95
3.75
4.26

4.52
4.89
4.58
4.67

Bank CDs
0.83
1.04
2.05

1.10
1 .41
2.38

1.76
1.79
2.87

Mortgage-Backed Securities
GNMA 6.5%
FHLMC 6.5% (Cold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30»year) A
Utility (25/30-year) A
Utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada

7.85
6.27
6.20
7.63

7.56
6.26
6.07
6.72

6.06
5.93
6.14
6.28

6-month
1-year
S-year
U.S. Treasury Securities
3-month
6-month
1-year
5~year
10-year
10-year (inflation-protected)
30-year
30-year Zero

0.18
0.37
0.58
1.83
2.86
1.53
3.67
3.67

0.09
0.28
0.41
1.66
2.49
2.44
3.04
2.87

1 .30
1 .50
1 .68
2.60
3.48
1 .07
4.32
4.43

2.90
3.21
1 .46
3.35

2.93
3.20
1 .26
3.29

3.56
4.01
1 .35
4.51

Germany
Japan
United Kingdom
Preferred Stocks
Urimy A
Financial A
Financial Adjustable A

6.35
7.80
5.48

6.11
7.28
5.48

6.06
6.60
5.48

TAX-EXEMPT

4.95
5.75

5.24
6.00

4.90
5.18

Bond Buyer Indexes
20-Bond Index (GOs)
25-Bond Index (Revs)
General Obligation Bonds (GOs)
1-year Aaa
1 -year A
5-year Ala
5-year A
I 0-year Aaa
10-year A
25/30-year Aaa
25/30-year A
Revenue Bonds (Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Aaa

0.47
1.20
2.03
3.45
3.20
4.75
4.77
6.25

0,85
0.95
2.48
2.77
3.53
4.03
5 0 4
6.04

1 .55
t .70
2.94
3.05
3.70
3.90
4.78
4.98

6.30
6.40
6.70
6.65
6.45

6.10
6.25
6,55
6.50
6.25

5.05
5.05
5.35
5.30
5.10

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-W eek Period; in Mi l l ions, Not Seasonal ly  Adjusted)

Recent Levels

3/11/09
621568
6301 77

-8609

3/25/09
771276
604849
166427

Change
149708
_2532B
175036

Average

12 W ks.
730382
591508
138874

Levels Over the Last...

26 Wks. 52 Wks.
566553 294869
599533 385679
-32980 -90810

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)

Recent levels

3/16/09
1564.0
8375.2

3/23/09
1551 .1
8372.3

Change
-12.9

-2.9

Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
MI (Currency+demand deposits)
M2 (MI +savings+small time deposits)

-11.2%
10.1%

10.8%
12.8%

13.3%
9.9%
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Selected Yields

Recent
(4/01/09)

3 Months
Ago

(12/30/08)

Year
Ago

(4/02/08)
Recent

(4/01/09)

3 Months
Ago

(12/30/08)

Year
Ago

(4/02/08)

TAXABLE
Market Rates
Discount Role
Federal Funds
Prime Rate
30~day CP (A1/P1 )
3-month LIBOR
Bank CDs

0.50
0.00-0.25

3.25
0.44
1 .18

0.50
0.00-0.25

3.25
0.06
1 .44

2.50
2.25
5.25
2.67
2.70

3.53
3.12
3.04
3.15

4.1 1
4.03
3.89
4.22

4.81
5.05
4.79
4.67

0.83
1 .04
2.06

1.16
1.43
2.51

1.78
1.76
2.87

Mortgage~Backed Securities
CNMA 6.5%
FHLMC 6.5% (Gold)
FNMA 6.5%
FNMA ARM
Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utility (25/30-year) A
Utility (25/30-year) Baa/BBB
Foreign Bonds (10-Year)
Canada

7.49
6.17
5.99
7.41

7.08
5.90
5.85
6,58

6.30
6.07
6.16
6.25

6-month
1-year
5-year
U.S. Treasury Securities
3-month
6-month
1-year
5-year
10-year
10-year (inflation-protected)
30-year
30-year Zero

0.20
0.39
0.54
1 .64
2.65
1 .32
3.50
3.52

0.09
0.24
0.31
1 .44
2.05
2.33
2.56
2.42

1 .37
1 .55
1 .62
2.74
3.60
1 .12
4.41
4.48

2.78
2.99
1 .35
3.13

2.66
2.95
1.17
3.09

3.63
3.99
1 .37
4.43

Germany
Japan
United Kingdom
Preferred Stocks
Uti l i ty A
Financial A
Financial Adjustable A

6.74
9.90
5.48

6 0 0
7.89
5.48

6.16
6.74
5.48

TAX-EXEMPT

5.00
5.78

5.46
6.22

4.96
5.24

Bond Buyer Indexes
20-Bond Index (GOs)
25-Bond Index (Revs)
General Obligation Bonds (cos)
1-year Aaa
1 -year A
5-year Aaa
5-year A
10-year Aaa
10-year A
25/30-year Aaa
25/30-year A
Revenue Bonds (Revs) (25/30-Year)
Education AA
Electric AA
Housing AA
Hospital AA
Toil Road Ala

0.50
0.60
2.08
2.33
3.20
3.73
4.79
5.83

0.85
0.95
2.57
2.87
3.70
4.20
5.17
6.15

1.60
1.70
3.00
3.10
3.79
4.00
4.91
5.1 1

5.80
5.85
6.15
6.20
5.90

6.15
6.20
6.50
6.55
6.25

5.20
5.25
5.35
5.40
5.25

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-W eek Period; in Mi l l ions, Not Seasonal ly  Adjusted)

Recent Levels

3/11/09
621518
630177

-8659

3/25/09
771194
604849
166345

Change
149676
-25328
175004

Average Levels Over the Last...

12 W ks. 26 Wks. 52 Wks.
730364 566544 294864
591508 599533 385679
138856 -32990 _9081 5

3/16/09
Growth Rates Over the Last...

6 Mos. 12 Mos.
MI (Currency+demand deposits)
MY (MI +savings+small time deposits)

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Acyusted)

Recent Levels

3/9/09
1577.1
8342.9

1565.6
8376.2

Change
_11.5
33.3

3 Mos.
-8.4%
12.1 %

19.8%
18.2%

14.4%
10.2%
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